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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OE NEW YORK 


REA EKPRESS, INC., 


Plaintiff 


THE ALABAMA GREAT SOUTHERN 
RAILROAD COMPANY, et al., 


Civil Action No. 71-4278 
(W.K.j Three-Judge Ccurt) 


Defendants. 


PETITION 

Petition to review and set aside and declare nuli and 
void Orders cf the Interstate Cornmerce Comr.ission in Einance 
Dockrt No. 20812. 

1. REA Express, Inc. ("REA") was adjudged a bankrupt 
in the United States District Court fcr the Southern District of 
New York on Ncvembei 6, 1S75. Petitioner, C. Orvis Sowerwine, 
was appointed as REA's Trustee in Bankruptcy by Eankruptcy Judge 
John J. Galgay on Koverober 7, 1975. On April C, 1976, Petitioner 
was authorized and directed by Judge Galgay to file this Petition. 
A copy of his order is attached as Exhibit A and eopies of the 
Coinnission's orders served on August 29, 1975, and February 24, 
1976, are attached as Exhibits B & C, respeotively. 

2. The Bankruptcy Court has authorized Petitioner to 
prosecute this petition because a judicial deteminatior. of the 
validity cf r.eariy twenty-sever. million dollars worth cf fcurteon- 
year non-negotiable notes issued to its railroad owr.ers by REA 

in 1959 , is essential to the adir.ini straticn cf the estate of the 
bankrupt and Petitioner believes that the Comnissicn erred in 


approving that r.ote j.ssue. 
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3. Petitioner asserts, for the following reasons, that 
the Commission erreć in rejecting Jućge von Kinteln's conclusion 
that these notes were issued without consideration: 

(a) The underlying debt which the notes 
replaced was created by salf-dealing in securi- 
ties without competitive bidding in violation 
of Section 10 of the Claytor, Act, 15 U.S.C. 

20 . 

(b) The Commission erred in holding that 
it had power to relieve the note-holders from 
the reguirements of 15 U.S.C. 20 by action taker. 
pursuant to 49 U.S.C. 5 or 49 U.S.C. 20a. 

4. Petitioner asserts that the Commission erred in 
approving the notes under the standards of 49 U.S.C. 20a for the 
following reasons: 

(a) The railroad r.ote-holders erroneously 
represented to the Commission,and the Commission 
erroneously found, that the issuance of the 
notes would be consistent with protection of 
the public interest in express transportation. 

(b) The Commission erred in 1975 in 
concluding that its 1959 Order was proper. 

(c) The Commission erred in both 1959 
and 1975 in failing to consider the adverse 
impact of the notes upon REA's ability to 
cbtain the working Capital neeaed for its 
survival, and to pay its creditors. 
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(d) The Corritission erred in 19S9 
in failing to notice that this notę issue 
threatened REA's solvency and erred in 
1976 in failing to notice that this notę 
issue had in fact directly and significantly 
contributed to REA's bankruptcy. 

5. Th-* relief prayed for by Petitioner is an Order 

frora this Court setting aside the Conmission's approval of the 

1959 notes issued ty REA to its railroad owners, declaring 

those notes nuli and vcia from the datę of issuance, ordering 

the note-holders to pay into the Bankruptcy Court for the benefit 

of REA'a creditors, with interest thereon, all paynents collected ’ 

on said notes frcrr. REA and to pay such other damages resulting 

fror. the illegal issuance of said notes, as this Court roay deer. 

just and proper. 

Dated: New York, New York 
April 8, 1976 


C. Orvis Sowerwine, Trustee 
By Robert L. Wright, Special Cour.sel 


Robert L. Wright 

1750 New York Avenue, N.K. 

Suitę 210 

Washinoton, D. C. 20006 
(202) 466-2510 


Arthur M. Wisehart 
WISEKART, FRIOU & KOCH 
Attorney for Plaintiff 
219 East 42nd Street 
New York, New York 10017 
(212) 557-8800 
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Cerrificaże of Serv.ce 


The foregoing Petiticn vu served upcn all counsel 
cf record by causinc a true copy thereef to be nailed, postaąe 
prepaid, this Sth day cf ApriI, 1976, at the addresses listed 
beIow. 


Arthur M. Kisehart 
Attcrr.ey for Plaintiff 


:^L.t 


Carl D. Lawson, Esq. 
Department of Justice 
| Washington, D. C. 2C530 


Peter M. Shannon, Esq. 

Office of the General Counsel 
Interstate Ccmnerce Ccmnissicn 
Washington, D. C. 20423 

United States Attorney 
St. Andrew's Place 
New York, New York 10007 

Frank E. Gordon, Esq. 

Rogers, Hcge & Mills 

90 Park Avenue 

New York, New York 10016 

Carl E. Newton, Eso. 

Donovan leisure Newton 
& Irvine 

30 Rockefeller Plaża 
New York, New York 10C20 

E. David Sigman, Esq. 

Reading Company 
Reading Tenr.inal 
Philadelphia, Pa. 19107 

Erskine, Wolfson, Matzko 
& Pierson, Esqs. 

1600 Philadelphia National 
Bank Building 
Broad & Chestnut Streets 
Philadelphia, Pa. 19107 


Edward Mendrzycki, Esq. 

One Battery Park Płaza 
New Ycrk, New York 10004 

Scl Sokolsky, Esc. 

100 East 42nd Street _ 

New York, New York 100.17 


Kalsh & Levine,Esqs. 

64 Kall Street 

New Ycrk, New York 10005 

Jercz.e K. Shapiro, Csq. 

20 Exchange Place 

New York, New York 10005 


Edwin N. Zimmerman, Esq. 
and 

S. William Livingstcn, Jr.,Esc. 
Covington & Eurlinę 
88S Sixteenth Street, K.W. 
Washington, D. C. 20006 
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UNITED STATES DI3TRICT COURT 
SOUTHERN DI5TRI0T O? NEW YORK 


In Re 


REA EXPRE3S INC., f/k/a 
Railway Express Agency, Inc., 

Eankrupt. 


x 


x 


75 B 253 

ORDER AUTHORIZING 
PARTICIPATION 3 V 
TRUSTEE IN LITIGATIO’: 


At New York, New York, in the Southern District of 

ę 

New York on the/; day of April, 1976 . 

Upon reading the annexed application of C. 0rvis 
Sowerwine, Trustee, dated April , 1976 , by Whitnan & 

Ransoir., Ssqs, and Marcus & Angel, Escs., his attorneys, and 
this Court having found that a judicial deteraination of the 
validity of approximately 327 Million of notes issued by the 
| bankrupt in 1559 and interest thereon is necessary to the 
adir.inistration of the estate of the bankrupt, and sufficient 
cause appearing therefor, and no adverse interest being 
represented, it is 

ORDERED, that the Trustee is authorized and direoted 
U take appropriate action for the purpose of seeking to have 
reviewed, set aside and declared nuli and voić orders by the 
Interstate Coirnerce Consaission in Finance Docket No. 20Sl2, 
with respect to the issuance of said notes, and having said 
notes judicially declared nuli and void, and having the 
note-holders ordered to repay all aamunts paid with respect to 
said notes, with interest thereon, and such other daraages as 
'■he Court nay deea Just and proper. 



I 
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EXHIBIT A 
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SOUTHERN DISTRICT OF NEW YO? 


7 


. X 75 B 253 

In re APPLICATION FOR AN ORDER 

: AUTHORIZING PARTICIPATION 

REA EXPRESS, INC., f/k/a BY TRUSTEE IN LITICATION 

Railway Express Agency, Inc.,: 

Bankrupt.: 

TO THE HONORABLE JOHN J. GALGAY, BANKRUPTCY JUDGE: 

The application of C. Orvis Sowerwine, TrusCee in 
Bankruptcy, by his attorneys, Whitman & Ransom, Esqs. and Harcus 
& Angel, Esqs., respectfully alleges: 

1. On February 18, 1975, the above-naraed bankrupt 
filed a petition for an arrangement under Section 322 of Chapter 
XI of the Bankruptcy Act. 

2. On February 18, 1975, this Court entered an o;:dar 
authorizing the Debtor-in-Possession to operate its business. 

3. The Debtor-in-Possession was engaged Łn the busi¬ 
ness of surface and air express shiptnents throughout the United 
States under the regulatory jurisdiction of the Interstate Con- j 
merce Conmission and the Civil Aeronautics Board. It was also 
engaged in the business of international transportation and 
custom brokerage. 

U. On November 6, 1975, the above-named Debtor was 
adjudicated a bankrupt by order of this Court. On November 7. 
1975, the applicant, C. Orvis Sowerwine, duły ąualified as 
Trustee by filing his bond. The bond was approved by order 
dated Kovember 7, 1975. 
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5. Robert L. Wright, Esq., at the reąuest of this 


Court, and with the concurrence of the Trustee, has reviewed 


the pending litigation entitled REA Exoress. Inc. v. The Alabama 
Great Southern Railroad Comoany, et al .. S.D.N.Y. 71 Civ A278 


and Finance Docket No. 20812 of the Interstate Commerce Commis- 


sion. with respect to the approximately 27 million dollars in 


notes issued by the bankrupt to its contolling railroads in 


1959, and is ot the view that said notes were issued in a manner 


which was illeg.il and fraudulent with respect to REA’s other 


creditors. Accordingly, Mr. Wright recomraended that the Trustee 


seek review of the Commission's approval of said notę issue. 


through special counsel, using the :'_nn of Wisehart, Friou & Koch 


as cooperating counsel to the extent and in the manner to be 
determir.ed by said special counsel. 


6 . Mr. Wright recoramended the employaent of cour.sel 


other than himself for that purpose. However. after diligent 
inąuiry, it was the view of the Trustee and co-counsel to the 
Trustee, Whitman & Ransom and Marcus 6. Angel, concurred in by 
Wisehart, Friou & Koch, previously special counsel to REA now 
bankrupt, and by Anderson, Russell. Kill 6. Olick, LOunsel to REA 


Deb tor-in-Possession prior to its adjudication, that Mr. Wright 
be asked to accept this employment. Upon the reąuest of the 
Trustee, Mr. Wright has consented to prosecute the Trustee’s 
petition for review through a decision by the 3-judge Court and, 
by order of this Court dated April 6. 1976, the Trustee was 


authorized to retain Mr. Wright as special counsel. Mr. Wright 


was also authorized to retain the firm of Wisehart, Friou & Koch 


to assist him. 


7. In the absence of any recovery in this and other 






X 

r 


• ? 







Bil 


pending litigation, the total clains of all of REA's creditors, 
excluding the 1959 notes held by tne railroads, ir.ay exceed the 
total amount available for distribution by norę than ’^0 Million 
dollars. It therefore becor.es necessary to determine the 
validity of the 1559 notes for the reason that if such notes 
are deterained invalid, a clain may exist against the railroads, 
for interest paid on the certain notes. It appears to the 
Trustee at this time that such clains for Łnterest would 
exceed the aggregate amount of clains that such railroads have 
filed agair.st the bankrupt(other than the notes) for the 
period preceding the filing of the Chapter XI petition. 

In aadition, the Trustee has been operating the 
Rexco business. The Trustee has received inćicatior.s from the 
Interstate Commerce Commission that this valuable asset may 
be sold by the Trustee upon an unaartaking by the purcnaser 
to continue to operate the exress business at least in substant- 
ial part over a period of time. If the Trustee is successful 
in making such a sale then sufficient funds may be realized by 
the Trustee so that Chapter XI administration claircs may be 
paid in fuli and a sufficient amount of cash left over to 
enable the Trustee to pay not only all priority clains of the 
bankrupt but a dividend on the generał unsecured clains. In 
this eventuality, it would be necessary to determine the correct 
amount of the pre-petition clain of each of the railroads. This 
litigation being undertaken by Kr. Wright will result in such a 
determination at, least with respect to those railroad clains 
arising out of the issuance of the notes. 

WHEREFORE, the Trustee respectfully reąuests that the 
annexed order be signed. 

Dated: Kew York, Kaw York _^ 

April 3, 1976 C. CRVIS SOWEHKiNE, Trustee 


C. CRVIS SCWERWINE, Trustee 
By Whitman ^"nansom and 
Marcus & Angel, co-counsel 

'—k hemeoer of tne :ira 01 
Whitman U Ransom 


■ V / 
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Served August £ 9 , 197 g 
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INTERSTATE COMMERCE COMMISSION 


Finance Docket No 20812 
RAILWAY EXPRESS AGENCY, INC., NOTES 


Decided July 28, 1975 


On funhtr consideration. held ihal issuance of notes to evidence funds advanced on 
open accoum. referred to as "non-negottable debt." properly authorized in prior 

order (not pr.nted), decded September 21. 1959. sińce non-negot.able debt was. 
m faci. debt. 

John M. Cleary. Micha*l Lang, F. Douglas Rudd, and Arthur M 
Wisehart for REA Express, Inc. • 

Charles B. Evans. S. William Livingston. Jr., Sidney Weinberg, an d 
Edwin M. Zunmerman for certain railroads. 

'■f m • - • 

Report of the Commission on Further Consideration 
By the Commission 

This proceeding was reopened for further consideration by order of 
January 9. 1973, following the entry on December 20, 1972, of an 
or er by the United States District Court, Southern District of New 
or . granting a motion madę by this Commission to intervene and 
to stay further court proceedings in a civil action entitled REA 
rv TS Inc. v. The Alabama Great Southern Company, et al„ 71 
iv. ^78. A central lssue in the court action is the enforceability of 
certain notes issued by the Railway Express Agency, Inc. (REA). the 
predecessor of the plaintiff in the court action, fcllowing 
authorization by the Commission in this proceeding (Finance 
Docket No. -0812). By order of September 25, 1959. (Appcndix A) 
t e Commission. Division 4, acting pursuant to section 20a of the 
Interstate Commerce Act. authorized REA to issue nonnegotiable 

° f it$ COn,rollin g raiIroads in ‘he amourn of 
-WMl,05im (1959 notes). The 1959 notes were issued to 
evidence "** open-account indebtedness” of REA to these 
railroads in the same amount We have reopened this proceeding, 
and the court has agreed to stay its proceeding, in order that we may 
consider the qucstion whether the 1959 notes were, in fact, issued 
or debt, the bearing of that question on the correctness of our 
348 l.C.C. 







INTERSTATE COMMERCE COMMISSION REPORTS 


1959 order, and the relationship of the 1959 order and earlier orders 
lo certain claims madę by REA under the antitrust laws. 

SCOPE OF THE REOPENINO 

In order to understand the scope of this reopening. it is necessary 
to briefly describe the major evcnts leading up to this stage in the 
proceeding. A morę complete factual exposition is set forth bclow. 
In January 1929. substantially all the railroads in the United States 
entered into a joint venture to conduct the railway expiess business 
in this country. This was to be accomplished by purchasing all the 
assets of the sole express agency then operating. the American 
Railway Express Company, and transferring these assets to the 
newly-formed REA. The assets were to be purchased with funds 
raised through the public sale of S32 million of 5 percent REA 
bonds. All the Capital stock REA was sold to 85 “participating 
railroads” for a total amount of $100,000. Operating agreements 
were executed between REA and all railroads using the express 
service. These agreement provided that REA would be the exclusive 
express agency of the railroad and that annual revenues of REA, 
after deduction of operating costs, would be distributed to the 
railroads executing operating agreements in proportion to their 
express business. On February 11. 1929, the Commission approved 
these transactions, specifically authorizing the pooling of earnings. 
the control of REA by the railroads, the sale of the bonds, and the 
distribution of the capital stock, pursuant to scctions 5(1), 5(2) and 
20a of »he Interstate Commerce Act. Securities and Acęuisition of 
Control of Ry. Exp. Agency, Inc., 150 l.C.C. 423 (1929). 

In its report, the Commission stated that it was not passing on all 
provisions of the operating agreement such as the provision fer 
sinking fur.ds to repay the bonds. The record in this proceeding ts 
replete with evidence relating to two proposed methods of providing 
a sinking fund for repayment of the maturing REA bonds, the 
motivations of the railroads in adopting one of the methods and the 
knowledge of the Commission of a dtspute about the sinking fund at 
the time of the February 11, 1929, report and order was issued. This 
evidence will be set forth below. At the first meeting of the 
permanent board of REA, on April 11,1929. it was decided to meet 
the sinking fund obligation on the bonds by deducting from raił 
transportation revenues" payable to the stockholding railroads by 
REA, $800 semiannually for each share of stock held. such 
deductions to be credited to such stockholders as money advanced 

348 l.C.C. 
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RAILWAY EXPRESS ACENCY. INC.. NOTES 159 


to REA.” These amounts wcrc carricd on REA’s books from thcir 
inccption as “ non-negot iab le dcbt to affiliated 
companies—Advances “(the Non-Negotiablc Debt). Interest of 5.5 
percent per annum was paid on the Non-Negotiable Debt. 

By 1938, approximately $15,200,000 had been paid into the 
sinking fund, leaving S16,800,000 in 1929 bonds outstanding. 

$2,600,000 on the Non-Negotiablc Debt had been repaid to 
railroads, so tliat the REA's books showed advances of $ I 2,600.000 
as of December 31, 1938. Because of the Iow interest rates 
prevailing in 1938, REA decided to cali the outstanding bonds and 
issue a like amount of notes at a lower interest ratę (the 1938 notes). 

The notes, like the bonds, would maturę in semiannual installments 
of $800,000 and, again like the bonds, the funds for rcpayment 
would be advanced by the stockholding railroads and treated as 
addi’ional Non-Negotiable Debt. The Commission. Division 4 , 
approved the issuance notes in the principal amount of $16 million 
(the amoum of 1929 bonds to be outstanding on March 31, 1939) 
pursuant to section 20a of the Act. on December 20, 1938, in in its 
report described the proposed repayment through advances. 

Railway Exp. Agency. lnc. Notes. 230 I.C.C. 478, 479-480 (1938). 

In 1959, the railroads proposed a new operating agrcement 
reducing the restrictions on REA's use of carriers other than raił 
lines and making other changes in hopes of improving REA‘s 
performance. This was motivated, in part, by increased out-of- 
pocket deficits sustained by the railroads for the services they 
providcd REA, with this deficil reaching 540 million in 1958. In a 
report dated September 21, 1959, the Commission, Division 3, 
approved the new pooling agrcement pursuant to section 5 ( 1 ). 

Express Contract. 1959. 308 I.C.C. 545 (1959). Simultaneous with 
the revision of the operating agreement the railroads and REA 
decided to issue promissory notes to the railroads in exchange for 
the Non-Negotiablc Debt. which then totaled 527,637,153.80. By 
order dated on September 25. 1959. the Commission, Dtvision 4 . 
authorized the issuance by REA of the 1959 notes to the railroads in 
an amount equal to the amount of advances to each railroad shown 
on REA’s books. Approval noted. Railway Express Agency, lnc., 

Notes. 307 I.C.C. 812. p,/£ Ą/Ą 7 '_aU 2. y Sc/. 2,/ /f ,~9 

The earnings performance of REA did not improve and, in order 
to prepare for a sale of REA to outside interests, most of the 
shareholding railroads deposited their REA stock in a voting trust in 
1968. In August 1969, five officers of a holding company, the REA 
Holding Corporation, which purchased virtually all the REA stock 
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held.by the railroads for approximatcly $2 million cash and warrants 
to purchase sliares of the holding company. After the new owners 
took control of REA. i"'erest pa>ments on the 1959 notes continued 
to be madę by REA u . i September 1971 On September 30. 1971, 
REA filed the civiI action against the holders of the 1959 notes 
referred to at the beginning of this report. REA Etpress. Inc. v. The 
Alabima Great Southern Rciilroad Company, et al. (REA Lawsuit). 

The REA Lawsuit 

Sixty-one defendants arc named in the REA Lawsuit. of which 56 
are railroad corporalions which currently hołd tlie 1959 notes, two 
are railroad corporations which formerly held the 1959 notes, and 
three. including the United States, are named as asstgnees of such 
notes. REA seeks damagcs for alleged breaches of the antitrust laws. 
breaches of fiduciary relationship and violations of the Interstate 
Commerce Act. REA also seeks a declaratory judgmcnt that the 
1959 notes are void. Specifically, REA alleged that the railroad 
companies. during the period they were in voting control of REA. 
violated section 10 of the Clayton Act in creating the Non-* 
Negotiable Debt in 1929, causing the partia! repayment of Non- 
Negotiable Debt by REA between 1929 and 1938. creating 
additional Non-Negotiable Debt in connection with the 1938 notes, 
and repaying the outstanding Non-Negotiable Debt by me. ns of the 
1959 notes, all without competitise bidding. as allegedly required by 
the Clayton Act. 

REA's claim under the Interstate Commerce Act relates to 
section 20a of the Act. which requires our authorization of the 
issuance of "securities" by carriers. REA contends that the system of 
advances and Non-Negotiable Debt involved the issuance of a 
"security" subject to section 20a and the failure to secure 
authorization of the issuance on the debt rendcrs it void. REA 
further asserts that, sińce the Non-Negotiable Debt is void, the 1959 
notes, which were issued as evidence of and in consideration for the 
Debt. are invalid and unenforceable. REA also charges that the 
1959 notes were rendercd invalid under generał contract law by the 
termination of the 1959 operating agreement in 1968. The finał 
claim by REA charges that the directors of REA, who were 
simultaneously directors of the railroads, breached their common 
law fiduciary duty by permitting or authorizing the acts described in 
the other claims. Damages of over $350 million are sought. 
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This Commission was not named as party defendant .n thc REA 
Lawsuit as originally filed. However, following thc issuance of an 
opinion datcd June 5. 1972, by District Judge Metzner on a motion 
to dismiss by the railroads. thc Commission intervened and 
requested the court to defer furthcr proceedings to permit 
reconsideration of our order authorizing the 1959 notes. This 
intervention was authorized by order of the Commission. datcd 
August 10. 1972. The Office of the General Counsel had urged the 
Commission to intervene in July 1972. but the Commission then ' 
declired to intervene. Unlike the original complaint. REA’s 
amended complaint directly attacked the validity of this 1959 order 
in an action in which the Commission had not been named as a 
party. In pursuance of ordinary procedurę relative to challenges of 
our orders. the General Counsel for this and other reasons hereafter 
mentioned recommended that the Commission instruct it to 
intervene in the court action. 

Judge Metzner's opinion, reported at 343 F. Supp. 851 (1972), is 
concerned w,th determming which claims of REA directly attack an 
order of this Commission. and, therefore, cannot be adjudged by him 
but must be heard by a three-judge court pursuant to the Urgent 
Deficiencies Act. 28 U.S.C. sec. 2321-2325. He ruled that the 
Commission had conferred antitrust immunity on the 1959 notes by 
specifically finding them necessary to carry out an activity 
authorized under section 5, the joint venture. He also noted that the 
Commission s order approving the issuance of the 1959 notes as 
evidence of the Non-Negotiable Debt expressly stated such issuance 
was for a lawful object necessary and appropriate for the 
performance of the carriefs services. Accordingly, he ruled that any 
claim that the issuance of the 1959 notę violated section 10 of the 
C layton Act or that the consideration for the 1959 notes (the Non- 
Negotiable Debt) was worthlcss “directly attack(s) a valid and 
subsisting ICC order—the order of September 25. 1959. approving * 
the notes and must be brought before a three-judge court 
pursuant tb the Urgent Deficiencies Act.” 343 F. Supp. 851. 859. He 
dismissed the claim of REA based on issuance of the 1959 notes 
w.thout competitive bidding and based on fact that the 
consideration for the notes was the Non-Negotiable Debt. Judge 
Metzner found no Commission order specifically approving the 
Non-NegoMable Debt. Therefore. REA's antitrust objections to the 
Non-Negotiable Debt could properly be heard in his court. 
Similarly, with respect to REA’s claim that the 1959 notę are 
unenforceable due to the premature termination of the 1959 
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opcrating agreement. »he Judge found ihat no Commission order 
condiiioned the validiiy of the notes on tłu continuance of the 
opcrating agreement, and dcnted the. motion to dismiss on this issue. 

Following the order of the Commission. dated August 10. 1972. a 
motion was fiied in the REA Lawsuit to stay all p'oceedings 
"pending the Commtssion‘s reconsideration of its order of 
September 25. 1959.” approving the 1959 notes. As was statcd in a 
"Memorandum in Support of the Motion of the Interstate Commerce 
Commission to Defer further Procecdings Pending the 
Commission’s Reconsideration of its Order.” scr\ed on the parties 
to the REA lawsuit on September 5. 1972: 

The Commission desires tb ne»s of the parties on thetr basie assumpfion ihat the 
non-negonable debt constitui.s estdence of mdebtedness If the non-negotiable dębi 
in fact represenied but railroad equiiy in REA. then much of the present conirosersy 
may evaporate. and the 1959 notes perhaps »ere mcorrectly approsed 

It seems appropriate to point out at this juncture tnat our present 
task would be greatly simplified tf we were to limit our 
reconsideration of this proceeding to the ąuestion whether the Non- 
Negotiable Debt was not "debt” and, therefore, constituted 
inadequate consideration for the issuance of the 1959 notes. After 
reviewing the record in this proceeding and related procecdings. we 
are convinced that the Non-Negotiable Debt was clearly a "debt" of 
REA from the time of its creation until its discharge by the issuance 
of the 1959 notes. Therefore. the 1959 notes were not “incorrectly 
approved” by us due to lack of consideration. We have found no 
great difficulty in concluding that something which the oarties cali 
“debt." and consistrntly treat as "debt.” is, in fact. "debt." and the 
evidence and arguments supporting our conclusion are set forth 
below. However. the scope of this proceeding upon reopening was 
substantially broadencd by developments immediatcly following out 
intervention in the REA lawsuit. 

On September 4. 1972, REA served a Notice to Produce upon the 
Commission under Rule 34 of the rederal Rules of Civil Procedurę. 
REA refers to this w hen it asserts in its brief. "Thus began REA s 
continually frustrated attemp.s to ascertain fre m both the railroads 
and the ICC the facts and circumstances of the Commission s 
decision to intervene in the antitrust suit and reopen a decision 
madę thirteen ycars ago.” REA also alleges in the brief that "The 
General Counsefs Office had become a railroad ally and formed a 
bias against REA’s position in the lawsuit." It appears that REA did 
not fully appreciate the thrust of the “debt-equity" theory 
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propourded by the Office of the General Counsel, sińce adoption of 
this theory would relieve REA from responsibility for the 1959 
notes. The formal proceedings resulting from the REA discovery 
efforts are discussed below under the heading “Commission 
Proceedings Since Reopening.” 

In addition to the proceedings arising from the REA allegations, 
our responsibilities in this matter were also extended beyond the 
debt question by subsequent proceedings before the District 
Court. Following a hearing on November 3, 1972, the Commission 
filed, on November 17, 1972, a “Further Memorandum" relating to 
its motion to stay the court proceedings pending reconsideration by 
the Con mission. In this memorandum, the Commission broadened 
the area jf our inquiry, presumably at the suggesion of the court. 
The “Further Memorandum" proposed that, “In the reopened 1959 
proceeding the Commission can now-decide whether it intended to 
grant retroactive antitrust immunity, a power it clearly has.” It was 
also stated that, “The complaint before this Court presents for the 
Commission the questions, among others, (1) whether the notes 
were approved in furtherance of a section 5 transaction approved by 
the Commission, and, if so, (2) whether they were approved on the 
basis of all materiał facts properly brought to its attention.” 

On December 20. 1972, a three-judge District Court for the 
Southern District of New York granted the Commission’s motion for 
a stay of the court proceedings. In a Memorandum and Order signed 
by Justices Friendly, Knapp and Griesa (see Appendix B to this 
report), the court States, “Our action on the Commission’s motion is 
predicated on the assumption that it will enterain aU the proposals 
outlmed in its memoranda and, indeed, any other that may be 
appropnate." This statement follows a recitation by the court of four 
areas for reconsideration suggested by the Commission. The court 
quotes from the Commissions memorandum in stating that 
reconsideration will be given to (1) the suggestion that the Non- 
Debt P erha P* fact represented but railroad equity in 
REA, (2) whether “the 1959 order was correctly or appropriately 
issucd" on the contrary assumption, (3) whether "the 1959 order or 
indeed prior orders, did exempt the 1959 notes and the non- 
negotiable debt from the requirements of the antitrust laws” and 
morę specifically, (4) “whether the notes were approved in 
urtherance of a section 5 transaction approved by the 
Commission." 

With respect to the Commission’s suggestion concerning a 

retroactive grant of antitrust immunity, the court expressed some 
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doubt as to the Commission’s right to make such a giant. The court 
goes on to State, “However, we see no reason to pass on the 
Commission’s powers until we know, as neither we nor it now can 
know, namely, what it desires to do.” Since the Commission might 
decide to proceed with reconsideration even if the stay were denied, 
the court concluded, “Economy of administrative and judicial time 
wilf be furthered by allowing the Commission to engage now in 
whatever reconsideration, clarification, revision, or 
supplementation it considers to be proper and lawful.” The court 
has thus given this Commission the widest latitude in determining 
the scope of this proceeding on reopening. However, in accordance 
with our own concern for the “economy of administrative and 
judicial time", we have attempted to limit our inąuiry herein to 
those ąuestions we raised with the court and with which the court 
expressed its concern in its Memorandum and Order of December 
20, 1972. 

The stay of the court proceedings was conditioned on the 
Commission’s initiating proceedures for reconsideration by January 
9, 1973. The stay was to expire on May 1, 1973, but has been 
extended by several orders of the court. On January 9, 1973, the 
Commission issued an order reopening the proceeding authorizing 
the issuance of the 1959 notes (see Appendix C hereto). REA and 
the railroads and their assignees listed in the appendix to the order 
were madę parties to the reopened proceedings. The parties were 
ordered to file with the Commission copies of affidavits filed in the 
REA Lawsuit, briefs, verified statements of fact, and proposed 
findings and conclusions, addressing themselves to the substance of 
the following issues and the Commission’s authority in the matter 

1. Did ihe non-negotiable debt represenl the build-up of railroad equtty in REA by 
its railroad parents? 

2. Did REA’s repayment of that debt or interes! thereon represent a return of or on 
equity Capital? 

3. If the answer to numbers I or 2 is "yes", what legał or practtcal consequences 
should flow from that finding? 

4. Did the 1959 order or prior orders eaempt the 1959 notes or t non-negotiable 
debt from the requirements of the antitrust laws? 

5. Are there findings that should now be madę by this Commission that would 
retroactively esempt the railroads from the requirements of the antitrust laws?" 

Commission Proceedings Since Reopening 

Our discussion of the issues set forth above and their background 
will follow a brief description of certain related proceedings before 
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the Commission commencing shortly after the January 9, 1973, 
order and terminating with the servlce of two Decisions and Orders 
of the Commission on June 20, 1974, and a third on August 20 
1974. 

As previously mentioned, REA had expressed dissatisfaction with 
the role of the Commissions Office of General Counsel in this 
proceeding. This lesulted in REA’s filing a petition on March 1, 
1973, alleging certain improperieties in the naturę of ex parte 
Communications between the Office of General Counsel and 
representatives of the railroads. REA asserted that these 
Communications caused the reopening of this proceeding and 
Commission intervention in the District Court proceeding. REA 
reąuested that discovery before an independent Administrative Law 
Judge be granted respecting such alleged improprieties. On March 
5, 1973, REA filed a second petition requesting pre-hearing 
discovery on the merits of this proceeding. On April 10, 1973, the 
matter was referred to an Administrative Law Judge for prehearing 
conference and discovery. 

The discovery phase of this proceeding evolved into two separate 
inquiries conducted independently of each other. The larger of the 
two was termed *‘discovery on the merits” and involved discovery 
via interrogatories by and to REA and morę than 40 railroads. The 
other inquiry concerned the alleged ex parte Communications of the 
Office of the General Counsel and was called ”discovery on 
improprieties”. 

Following preparing conferences on nine separate dates by two 
administrative law judges and the exchange of voluminous 
documentary materiał between the parties, the discovery on the 
merits was concluded by a Report and Order.of Administrative Law 
Judge Nacy served April 30, 1974. REA had proposed continuing 
the prehearing inquiry with a “Second Wave of Discovery.” In 
denying this request, Administrative Law Judge Nacy stated: 

The parties have had their fair opportuńities to seek discovery. Indeed, the 
discovery procedures have extended so far as to mock the Commission s use of the 
expression, "on an expedned basis", in its order served April 10, 1973 (page 3, linę 2). 
Everything of value in answering the Commission's five questions, likely to be 
discoverable. has surely been discovered. It is urnę to get on with modified procedurę 
and decision. 

Many proposals for further discovery have been advanced by REA. They have had 
no relevance to Commission's limited inquiry. Whether or not they may be relevant to 
the litigation no* pending elsewhere between REA and railroad parties would appear 
to be for the proper Courts to say. It should be enough, here. to observe that the 
Interstate Commerce Commission has statutory duties and powers. They do not 
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include acting as a reservoir in which parlies should be free to fish for evidence 
intended for use elsewhere. 

The order of April 30, 1974, denying all reąuests for further 
discovcry and concluding the prehearing conference and discovery 
on the merits was adopted as an order of the Commission by a 
Decision and Order served August 20, 1974. This order also fixed 
the Schedule for filing of briefs, verified statcments, affidavits, and 
proposed findings and conclusions under the modified procedurę. 
All parties were ordered to file their pleadings and supporting 
materiał within 50 days of service of the order, and their replies 
witbin 70 days of the order. 

Following prehearing conferences, interrogatories directed to 
certain of the railroads and depositions of the Commission’s General 
Counsel and an Associate General Counsel before an administrative 
law judge, the "discovery on improprieties” was concluded with the 
service on September 10, 1973, of a “Second Report and Order on 
Pre-Hearing Conference" by Administrative Law Judge von Rinteln. 
The Administrative Law Judge found no evidence that the 
recommendation of the Office of General Counsel respecting 
intervention in the REA lawsuit was motivated by an extraneous 
influence or for any improper reason; that the ex parte 
Communications involving the Office of the General Counsel were 
proper, and that the Commission’s claim of privilege as to certain 
intra-agency memoranda and attorney’s working papers was properly 
asserted under the Administrative Procedurę Act. The findings and 
conclusions in this Report and Order were affirmed by the 
Commission in an order served June 20, 1974. In this order, the 
Commission also denied a motion of REA to disqualify the Office of 
General Counsel, pointing out “That the Office of General Counsel 
has not and will not participate, in any manner, in the decisional 
process concerning the merits of this proceeding.” 

These discovery proceedings have resulted in an extended 
postponement of the court proceedings in this matter. However, the 
prime petitioner for discovery has been the plaintiff in those 
proceedings, REA. It is hopcd that the accumulation of evidence in 
the record and our consideration of such evidence herein will make 
the task of the court somewhat easier when this proceeding is 
returned to it. 


Background 

At the time of the passage of the Interstate Commerce Act in 
1887, there were thirteen raił express companies operating in the 
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| United States. These companies would take orders from shippers for 

j ^ ,e ex pedited transport of smali freight packages, and perform any 

necessary pick up and delivery to and from a railroad, which was 
► responsible for the actual movement of the guods. The shipper 
would make fuli payment to the express company, which would then 
reimburse the raił carrier for its portion of the servicc. 

As part of the national mobilization for World War I, the railroads 
* were P ut under Gderał control in 1917. At that time, the railroad 

express business in the United States was carried on by seven 
companies, with the four largest (Adams, American, and Southern 
Express Companies. and Wells Fargo & Company) accounting for 
approximately 95 percent of the business. The Director General of 
Railroads refused to honor the contracts with the several express 
companies, insisting on contracting with a single entity as his 
express agent. Accordingly, the four largest companies acquired the 
businesses of the three others and exchanged the combined express 
properties (valued by the Director General at $30 million) together 
with $3 million in cash for stock in the newly formed American 
Railway Express Company. In 1918, the new express company 
contracted with the Director General as sole agent to conduct 
express operations. 

Federal control of railroads was ended by the Transportation Act 
of 1920. which statute also contained a specific grant of authority to 
this Commission to approve the nerger of the four predecessor 
express companies into American Railway Express Company. 
Formal approva! by the Commission was given in a report of the 
entire Commission, decided December 7, 1920, Consolidation of 
Express Cos., 59 l.C.C. 459, which contains most of the background 
set orth above. On the same datę, the Commission also approved 
the pooling provisions under Section 5(1) of a new operating 
agreement between the express company and the railroads, Express 
Contract. 1920, 59 l.C.C. 518 (1920). The agreement provided for 
t e ivision of the railroads into three geographical regions, with 
revenue computed by region. Expenses applicable to each region 
where then deducted to reach “Income for Division”. Two and one- 
half percent of this amount was taken as profit by the express 
company and the remainder distributed to the railroads in each 
group under a formula based upon the amount of express business 
handled by each railroad. American Express Railway Company 
operated under this agreement, with minor modifications, from 1920 
““V!. 1 ??' ° nc modiflca tion required that each railroad purchase 
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all express company property located on its linę at cost less 
depreciation if the express company did not continue express 
operations after February 28, 1929, the termination datę of the 
operating agreement. 


The Formation of REA 

Certain weaknesses in the post-World War I arrangemeniS for 
express business appeared early in the 1 920’s. The railroads found 
themselves losing substantial sums from their express business. With 
its fixed percentage of revenues guaranteed, American Railway 
Express Company was making an adeąuate return on its investment. 
i he express company’s financial condition did not justify an 
increase in rates, and the railroads found it difficult to convince the 
Commission that their losses constituted legał justification for an 
increase. As Commissioner Eastman stated in a separate expression 
in a proceeding decided May 17, 1924: 

So favorable did the contract prove that in the second year of its operation the 
express company madę a voluntary additional payment of $1,700,000 to the railroads 
in order that its profits might not substantially exceed 8 per cent. Later the contract 
was amended. so that th might be less opportunity for excessive profits; but it still 
remains true that the express company is virtually insured a reasonable return and that 
the risk of the business is upon the raił lines. The result is that in the instant 
proceeding we have a carrier seeking an increase in rates, not for its own benefit, for it 
concedes that it need no increase, but in order that other carriers which are in its pay 
may not suffer financially from a contract into which they voluntarily entered. 
Obviously, the situation is anomalous and fraught with danger so long as the exprcss 
company remains an ostensibly independent Corporation. For their own protection it 
would seem that the Eipress Rates. 1922. 89 I C C. 297, 319 (1924). 

The railroads began investigating the possibilcy of purchasing the 
express business and operating it on a nonproFit basis as a railroad- 
owned joint venture with nominał Capital stock. On June 21, 1928, a 
committee of the Association of Railway Executives, the ‘‘Uniform 
Express Contract Committee", which represented the railroads 
having contracts with American Railway Express Company, adopted 
a Report and Plan for Futurę Conduct of Express Business", The 
Plan stated that the 

object sought to be obtained by the Plan is to make the futurę express agency a 
railroad-owned joint facility engaging in express transportation in its own name, but 
nevertheless acting in fact as the agent of its railroad principals and accounting to 
them under the terms of the operating agreement ••• for all of its revenues after 
payment of expenses. This relationship will make the railroads transporters of express 
as they are of freight with a consequent like status before commissions and courts. 
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The 1928 plan contemplated the formation of a new express 
company, to be callcd “Railway Express Agency, Inc.” (REA). The 
company’s Capital stock would consist of 1,000 shares to be sold at 
S100 per share to 86 “participatmg railroads”, These railroads, 
which handled 98 percent of the cxpress business in the United 
States, were allocated the stock under a formula reflecting each 
road’s percentage of the gross express business which it handled in 
prior years. The 300 short linę railroads, which in the aggregate 
accounted for only 2 percent of the express business, would not 
be shareholders of REA, apparently to avoid such problems as 
fractional shares, but would become signatories to the uniform 
operating contracts and participate in express revenues. 

The new REA common stock could not be sold without offering it 
first to REA at the original price and, if REA declined the offer, 
could only be sold to other railroad corporations. The earnings from 
the express business were not to be distributed on the basis of stock 
ownership but in accordance with the operating contract. The 
$100,000 Capital stock was not to represent any substantial eąuity in 
REA’s properties (with a book va!ue of approximately $30 million) 
but to represent merely the voting rights. It was proposed that 
REA’s board of directors consist of 15 members, with 6 to be 
nominated by the eastern roads, 5 by the western roads, 3 by the 
Southern roads and one “director-at-large”. 

Part of the 1928 plan was a proposed standard express operations 
agreement (SEOA) to be entered into between each railroad and 
REA. the SEOA set forth the terms and conditions governing the 
railroads conduct of the express business and madę REA the 
exc!usive agent” for all express business conducted over each 
contracting railroad's lines. 

Of particular importance to this proceeding are the provisions for 
distribution of express revenues contained in Article V of the 
SEOA. The railroads were divided into four grcups: eastern, 
Southern, western, and mountain-Pacific. All revenue collected by 
REA on less-than-carload shipments, 15 percent of the carload 
revenue and any other revenues were to be so determined for each 
group. Eighty-five percent of the carload revenue went tc the 
individual railroad for shipments over its lines. However, carload 
shipment consistently amounted to less than 3 percent of revenues. 
Thus, the bulk of the revenues were calculated on a regional group 
basis. Operating expenses and other expense items were similarly 
ascertained separately for each regional group, and items and 
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charges that were common to morę than one group we.e 
apportioned among the groups. Ali these expenses, items and 
charges were thcn deducted from the group’s revenues, and the 
remaining amount was called “raił transportation revenue”. Among 
the items that would be deducted were certain “profit and loss 
debits". including an account under Section 4(j) of Article V of the 
SOEA for "Surplus Applied to Sinking and Other Reserve Funds". 
The entire amount of “raił transportation revenue” was required to 
be paid out monthly by REA to all the railroads contracting with 
REA pursuant to a formula reflecting the amount of express business 
done by each railroad. The plan stipulated that REA would realize 
no operating profit, stating “the express operating agency shall 
realize no net income for distribution as dividends”. 

The 1928 plan proposed two alternative methods for purchasing 
the business of American Railway Express Company; (1) the 
purchase of all the stock of the express company from the various 
stockholders, or (2) the creation of a new company which would 
purchase the assets of the express company. Since the plan 
contemplated that the express agency would be run on a nonprofit 
basis, the first alternative was to be adopted only if all the stock of 
American Railway Express Company could be acąuired. 
Negotiations with the holders of the express company stock were 
unsuccessful and the second alternative was adopted. Under the 
plan, the cash reąuired for purchasing the assets of the express 
business and for initial working capital would be raised by issuing 
bonds, debentures, or notes of REA. These would be either be 
purchased by the stockholding railroads on a proportionate basis or 
sold to the public by REA. 

The 1928 plan provided it would go into affect when railroads 
comprising 75 percent of the current express business had executed 
an “Agreement with Agents”, a copy of which was attached io the 
plan and proposed SOEA forwarded to the railroads in the summer 
of 1928. The Agreement with Agents appointed four individuals as 
agents of the railroads an authorized them to incorporate REA and 
take other steps necessary to implement the plan. 

While these authorizations to proceed were being collected by the 
Committee, a problem arose which eventually led to the creation of 
the Non-Negotiable Debt, a major subject of our concern herein. As 
stated above, in the computation of"rail transportation revenue” to 
be distributed to the railroads, one of the items to be deducted as an 
expense was “Surplus Applied to Sinking and Other Reserve Funds”. 
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The natural assumption from the existence of this accounl is that the 
current distributable raił transportation revenues, which were to be 
based on express business conducted, would be reduced in an 
amount sufficient to satisfy any sinking fund established to repay 
debt incurred to purchase the express company assets. This 
arrangement was challenged by William H. Williams. Chairman of 
the Boards of the Wabash Railway Company and the Denver and Rio 
Grandę Western Railroad Company. 

Mr. Williams met with members of the Legał Committee of the 
Uniform Express Contract Committee on October 8, 1928, to 
discuss several objections he had to the 1928 plan. He described the 
discussion on a sinking fund in a letter dated October 20, 1928: 

If ihc company were to be flnanced in the first instance through an issue of bonds to 
be taken by the railroads, the latter would be entitled to interes! on the outstanding 
bonds. If, however, these bonds be sold to outside parties. it is espected that the 
bonds will be retired during the life of the contract with the railroads through the 
operation of a sinking fund so that, in this way. there would be deducted from 
revenues properly belonging to the railroads an amount sufficient to retire the bonds. 

I asked them as to how the property would be divided in the event of dissolution. and 
they stated on a stock basis. I pointed out. however, that the bonds would be bought 
by the railroads on the basis that the express earnings of each railroad bear to the 
aggregaie express revenues of ali the railroads and, inasmuch as the railroads would be 
paying over 99% of the cost through the operation of the sinking fund, that the 
distributton should be on the basis of contributions to the sinking fund and not on the 
basis of stock ownership. I believe I convinced them of the equity of such distri^-ution. 

The same point was madę morę graphically by the President of the 
Wabash Railway Company in a letter of the December 20, 1928, to 
the Chairman of the Jniform Express Contract Committee 
describing a conference Mr. Williams had with the railroads’ Law 
Committee: 

In the event of dissolution. instead of distributing the assets on a basis of stock 
ownership, the assets of the Corporation should be distnbuted on the basis of cash 
contributed by each carner in the purchase of Capital stock of the new Express 
Company and in payments into the sinking fund of such Express Company. 

Ali conceded it would be inequitable to distribute the assets on the basis of 
purchase of some $80.000 or $90.000. of Capital stock, whereas the actual payments 
by the respective railroads would be on the basis of earnings after the contract became 
effective a !d for an amount well in excess of $75.000 000. (The purchase price of the 
stock war actually $100.000.) 

To fully understand the Williams objection, it must be remembered 
that the railroads were being asked to enter into an entirely new and 
untried business arrangement of some magnitude. It is to be 
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expected of prudent businessmen that they would be concerned with 
the Financial consequences of the dissolution or sale of the proposed 
REA, or the withdrawal of participating rail.roads. The stockholding 
railroads conducted approximately 98 percent of the pre-1929 
express business. If the sinking fund payments were to be dedutted 
before raił transportation revenues and the stockholding roads 
continued to conduct 98 percent of the express business, then they 
would be contributing 98 percent of the cost of REA as a group and 
ending up holding 100 percent of the ownership. This is not an 
unreasonable result, considering the problems involved in assigning 
proprietary interests to the short lines, discussed below. However. 
within the group of stockholding railroads, ineąuities would arise. 
As an example, the shares of stock alloted to certain railroads, based 
on their “percentage of gross express business done by the Railroads 
in the past” were, as to Mr. Williams' roads, Wabash-12 shares 
(1.229%) and Denver and Rio Grande-5 shares (.545%), with The 
New York Central Railroad Company receiving 144 shares for prior 
express business percentage of 14.426 and The Pennsylvania 
Railroad Company-126 shares (12.608%). Since there cduld be 
substantial variances in the futurę express business donc by the 86 
stockholding railroads and there clearly would be some changes in 
their relative contributions to the total express business transacted, 
Mr. Williams felt this should be reflected in any distribution of 
REA’s assets. 

The Williams objection was the prime impetus for the subseąuent 
decision not to utilize the sinking fund deductions from raił 
transportation revenue in Section 4(j) of Article V of the SEOA and 
replenishing of the sinking fund through assessments on 
stockholders after computation of raił transportation revenues, 
which were carried as “advances” on REA’s books. Other 
justifications for the treatment finally adopted became evident to 
the railroads, but were not all articulated until somewhat later. The 
method adopted avoided the inequity of having the nonstockholding 
short linę roads making contributions to the Capital of REA without 
any corresponding credit. In soliciting their signatures to the SEOA, 
the short lines were assured in December 1928 that “the burden of 
financing the acquisition of the express properties would fali solely 
upon the participating (stockholding) railroads.” Furthermore, with 
over 300 of these lines, the bookkeeping problems of assigning them 
some proprietary interest would have been substantial. Since REA 
would have been taxed on any amount deducted before reaching raił 
transportation revenues for sinking fund purposes, REA was enabled 
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to escapc any incomc tax liability. Finally, the Commission itself, in 
iis report approving ihc 1929 SEOA, questioned the distortion of 
raił transportation revenues caused by the prior deduction of sinking 
fund payments. 

As stated above. the foregoing justifications for t!te sinking fund 
arrangement finally adopted had not been articulated in late 1928. 
In fact, the arrangement itself had hardly been conceived. The 
railroads’ Uniform Express Contract Committee was soliciting 
acceptances to the plan. which included the SEOA. The Wabash had 
returned an executed SEOA which was accompanicd by a letter 
making its acceptance conditional on the adoption of certain 
changes, incluuing the Williams objection referred to above. The 
Chairman of the Committee, W. D. Storey, in a letter to the 
President of the Wabash dated December 3. 1928, protested that all 
the railroads must sign the same agreement and returned the 
executed SEOA. He went on to say, however 


all the members of ihe (Legał) Commitiee are of tlie opininn rhat ihe provi$ion» 
°f Eahibii D (Operating Agreement) would noi preclude ihe Board of Directors of the 
Railway Esprcss Agency. Incorporated. from providing as between the participattng 
railroads for proprietary interests by them in a sinking fund set up to protect a bund 
issue corresponding to thetr respective contributions thereto, and the Legał 
Comnuttee has recommended that such action be so taken. In this respect u is the 
opmion of the Committee that while the Agents would have authority in agreetng 
upon terms for financing the acqutsition of the espress properttes to provtde for a 
sinking fund to protect a bond issue, the Board of Oirectors of the Railway Espress 
Agency, Incorporated. must determtne how such fund shall be raised. 


Mr. Williams and the principals of certain other railroads who had 
objected on the same grounds were persuaded to participate without 
changing the SEOA. As Mr. Storey described the situation in a 
January 1929 hearing before the Commission: 


They (ihe Williams roads) madę the further potni that any contributions to a sinking 
fund should result in a corresponding proportionaie interest in the property in the 
event of !iquidation. The Legał Committee gave its opmion *•* that the sinking fund 
contentton was sound and could be put in effect without any amendment of the plan 
or its tncidemal paoers. and the Legał Committee recommended that u be madę 
effective by the b« t of dtrectors in any sinking fund action On the understanding 
that thts opmion of the Legał Committee would be ctrculated among the Participattng 
Railroads and submttted to the Commission at this hearing. thts group of railroads has 
assented to the plan or agreed to do so. 

The 1929 Orders and the Creation of the 
Non-Negotiable Debt 

Having recetved executed agreements from railroads representing 
75 percent of the express business, and having reached agreement 
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with American Railway Express Company and its principal 
stockholders on the basie terms for purchasing the properlies of the 
express company, the plan for establishing REA was submitted to 
the Commission. Two applications were l.led Cecember 17, 1928, 
and December 20, 1928. A decision had not yet been reached as to 
the desired method of accounting for the sinking fund and the 
relation of the sinking fund to the computation of raił transportation 
revenue, nor had it becn resolved whether the funds for purchase of 
the express property would be raised from the public or the 
railroads. 

In Finance Docket No. 7322, application was madę under section 
5(2) of the Act for the participating railroads to control REA by 
acąuiring its Capital stock, and under section 20a to issue 1,000 
shares of Capital stock and to issue not exceeding $35 million of 5 
percent bonds. An application was also madę under section 20a(12) 
for officers and directors of the stockholding railroads to hołd 
positiens as officers and directors of REA. This application was later 
withdrawn as separate applications were filed by the persons asking 
for authority to serve as interlocking officers and directors. 

In the application for authority to issue the bonds, it was stated 
that the proceeds from the bonds would be used to acquire the 
express business and for working Capital. The application States that 
the bonds would be sold either to the public or to the participating 
railroads and that the terms of the bonds had not yet been fmally 
negotiated. It was also stated in the application that it was “not 
feasible at this datę” to give details concerning the bonds, but stated 
that the form of indenture would be filed as soon as practicable. 

Approval of the pooling provisions of the SEOA under section- 
5(1) of the Act was sought in an application filed in Finance Docket 
No. 7316. In that application, it was emphasized that the new 
operating agreement differed substantially from the 1920 contract in 
that the express company's profit was now to be eliminated. REA 
was characterized as a "railroad-owned joint facility” whicn would 
operate as the “agent” of the railroads “without compensation or 
profit to itself.” 

On January 24, 1929, a hearing was held on the two applications 
before Director of Finance C. D. Mahaffie. Also present was 
Commissioncr Campbell, who is named as the author of the 
Commission report on these applications. Mr. Storey testified that it 
had been determined that the bonds would be sold to thę public 
rather than to the participating railroads. Pursuant to an 
understanding with the Williams roads, testimony was given as to the 
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Williams objcctions. As siatcd above, Mr. Storcy tcstincd thai rhc 
Williams conteniion that “any contributions to a sinking fund should 
rcsult in a corresponding proportionate interest in the property in 
the event of liąuidation" was sound and that it could be pat in effect 
by the new Board of Directors of REA without any amendment of 
the plan or the SEOA. Mr. Storey’s letter of Decembcr 3, 1928, 
quoted above, was submitted and received as an exhibit to the 
record as the “opinion of the Legał Committee." Mr. Storey ais 
testificd that approval would be sought for the service by executi 
officers of the participating railroads on the board of directors oi 
REA or as its officers. 

Testimony was also given at tlie hcaring describing the use of the 
sinking fund account under Article V(4)(j) of the new SEOA for 
repayment of the bonds. Charles A. Lutz, a vice-president of the 
express company in charge of accounts, listed certain accounts 
which were not in the earlier operating agreement, including “409- 
Surplus Applied to Sinking Fund and other Reserve Funds." 
According to the transcript, he then stated, “The American Railway 
Express Company did not use these accounts. If used by the Railway 
Express Agency, the accounts charged thereto will be deductions 
before arriving at Raił Transportation Revenue” Mr. Lutz also 
test ificd: 

ll is not comemplated that ihe new E*press Company will have any subsiannal 
amoum of tasable net income. unless ihere shall be charges for income or surplui 
applied lo sinking and oiher reserve funds included in deductions (i) or (j) in arrmng 
*' lhe błlance i" be distributed as Raił Transporiation Revenue. - In ihis e»em ii is 
undersiood ihai ihe amounis of such approprialions are noi allowable deductions in 
ihe Espress Companys return for Federal Income Tases. Consequently, in the 
conlingency and 10 lhe exieni of such approprialions for sinking and other funds. the 
company will show net income subject to Federal Income Tax and such taxes when 
accrued will form a part of the deduction under Item (h) for express ta*es 

« It may be noted at this point that. in the instant proceeding. REA 
iays great stress on Mr. Lutz's testimony as a representation to the 
Commission that deductions for repayment of the bonds would be 
madę before computing raił transporiation revenues. The railroads 
contend, with equal ardor. that Mr. Lutzs testimony was replete 
with conditional phrases and that the Commission was fully aware 
that a different arrangement was being contemplated. 

On February 11, 1929, the Commission approved the applications. 
Securities and Acęuisition of Control of Ry. Exp. Agency, 150 
I C C. 423. Approval was given to the railroads' control of REA 
under section 5(2), the issuance of the bonds and REA’s Capital 
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stock under seclion 20a, and (he operating agreemenl undcr scction 
5(1) "soldy in so far as it provides for a division of earnings" on a 
pooled basis. Ii was noted in the report that the application for 
interlocking directors had been withd.awn, “inasmuch as scparate 
applications were being filed by the persons asking authority to 
serve as interlocking directors." (By an order datcd February 8, 
1929, after finding that “neithcr public nor private intercsts will be 
adversely affected," the Commission granted authority under 
section 20a (12) for 13 named individuals to hołd positions as 
directors and/or officers of REA, in addition to their other offices 
with other carriers.) 

In discussing the approval under section 5(2), the report 
characterizes the objective of the plan as being. "to providc for the 
futurę conduct of the express business through a scparate agency, 
but in effect a joint facility of the railroads controlled by thcm 
throUgh stock ownership." 150 I.C.C. 423, 426. The repart also 
stated: 

Furlhermore. [he earnings of Ihe Espress Agency will not be distributed to the 
stockholders as dividends in propornon to their stock Holdings, but the net revenues 
will be paid over to the participating railroads upon ihe basis of gross revenue for 
each company as will be hereinafier described. 150 ICC 423, 430 

The report noted that the bonds would not be secured by a lien on 
physical property but by an assignment to the indenture tnistee of 
REA's rights under the operating agreements. In discussing the 
ability of REA to rcpay the proposed borrowings, the report sets 
forth the gross charges of the express company for the years 1925 to 
1928, estimates the net receipts that would have been available to 
pay the principal and interest on the proposed bonds, and 
concludes, "From these comparisons it appears that it may 
reasonably be expected that the Express Agency will earn many 
times over the yearly interest and principal requirements of the 
bonds, and will have substantial earnings for distribution to the 
railroads entitled thereto." 150 I.C.C. 423, 433. 

From the foregoing. it appears that the Commission was not 
expecting the bond-holders to look to the assets of the express 
company as security for repayment. However, the last quotation was 
immediately followed by, “It should also be observed that at the end 
of 20 years the proposed 532 million of bonds will have been 
retired, leaving the Express Agency without any funded debt •••." 
In view of the funded debt which was created through the decision 
not to use the Article V(4)(j) account, REA naturally places great 
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emphasis on this statement in the present proceeding. The railroads 
mamtain that there is no indication that the Commission placed any 
particular emphasis on this observation, or in any way relied upon it. 

The railroads place their emphasis on the indications in the report 
that the Commission was not ruling on any specific method of 
handling the sinking fund, but leaving the matter to be finally settled 
by the apphcants. The report refers to the provision for deductions 
from revet.ues for sinking funds in Anicie V(4)(j) and notes that: 


The effect of this w,|| be lo reduce operating revenues of the raitroad carriers which 
«hey der,ve from express traffic by amoun.s which are in reality appropriations of 
surplus. I, should be underuood ,ha, uli ,hu, we are here passing upon is the plan for 
poolmg and d:vid,ng earntngs and we are no, passing upon o,Her prouisions of the 
eon,rac. such as ,ha, memioned above. No.hing herein contained is to be construed 
as an e*pre S -,on of opmion upon the propriety ofsuch deductions in connoction with 
the deternnnation of recapturable income under section 15a of the Interstate 
Commerce Act. 150 I CC. 423. 434 lemphasis addedl 


The last sentence may be regarded as a criticism of this provision as 
resulting in a possibly improper reduction of reported income for 
purposes of the since-repcaled recapture provisions of section 15a. 
A finał source of contention in this report is the statement that. 


so long as any of the bonds are outstanding (REA) will, before makmg any payments 
to the participating railroads of any sumsdue to them under the operating agreements. 
set as.de out of the net receipts for each s.x months’ period ended June 30 and 
ecember 30, as a sinking fund, an amount equal to the principal amount of bonds 
which arc duc and payablc in such six months’ period.” 150 I.C.C. 423, 432. 


REA maintains that this statement reąuired the deduction of 
sinking fund payments before calculating “raił transportation 
revenues. The railroads insist that the Commission attributed no 
particular signiftcance to the provision in question, and, in any 
event, the procedurę actually adopted conforms to the quotation, 
i.e., cash for the sinking fund was set aside before any payments were 
madę to the participating railroads. 


While a proof indenture dated January 28, 1929, had been filed 
with the Commission, the indenture for the bonds was not in fina! 
orm on the datę of the Commission’s decision, February 11, 1929. 
Tne order referred to “an indenture to be madę by (REA) under 
datę of March 1, 1929," and ordered that, “within 10 days after the 
executif-n of said trust indenture, the Railway Express Agency 
Incorporated, shall file a certified copy thereof with this 
Commission.” 150 I.C.C. 423, 441-2. 
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Counsel for the railroads, the banks, and the trustees had been 
meeting on various occasions in January and February, 1929 to 
discuss revisions of the indenture, including changes to meet the 
objections of the Williams roads to the use of the SEOA’s surplus 
accounts for retirement of bonds and consequent failure to provide 
an interest in REA proportionate to the continuing contributions by 
the railroads. The minutes of these meetings and memoranda of the 
lawyers involved are part of record in this proceeding. 

A memorandum dated January 17, 1929, propcsed the resolution 
of the Williams problem by inserting in the indenture a provision 
“that the sinking fund be charged to the Participating Railroads in 
the proportion of their stockholdings." This change was not madę 
because, according to “Minutes of Counsel” dated January 28, 1929, 
“It seemed to us that it was dangerous to embody this in the 
indenture as fuli discussion of the matter later may develop some 
different method of handling the matter which will square with W. 
H. Williams’ views.” Similarly, a proposal to include a sentence 
explicitly permitting sinking fund deductions to be treated as 
advances was not adopted at a meeting of counsel on February 11, 
1929, because “it implied that without this express provision the 
deductions could not be treated as advances and further as typing lis 
up to this treatment which may not be the one finally desired." 
Accordingly, no specific provision was inserted in the indenture 
referring to a proportionate contribution by the railroad to the 
sinking fund or to an off-setting entry on REA’s books, such as 
“advances.” This was done in reliance on the legał opinions, 
discussed above, that the treatment of the sinking fund could be 
determined by the independent action of REA’s Board of Directors. 

One change in the sinking fund provisions contained in the 
January 28, 1929, proof of indenture submitted to the Comrnission 
was madę, which appeared in the finał version of the indenture filed 
on March 5, 1929. The proof of indenture provided, in Section J1 of 
Article IV, that, as long as the bonds were outstanding, REA will, 
“before making payment to any of the Participating Railroads of any 
sums due the railroads under the Operating Agreements,” set aside 
out of its net receipts for each 6 months period the appropriate 
amount for the sinking funds. (This is presumably the clause 
referred to in the Comrnission report quoted above.) After 
objections on the grounds that this suggested that possibility that 
the sinking fund payments for a 6-nionth period were to be set aside 
out of the First month’s distribution to the railroads, the quoted 
phrase was omitted in the finał version of the indenture. At the 
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same time, “net receipts" was defined to mean “raił transportation 
revenues, without any deduction for sinking fund payments. The 
railroads State that that the original version was inserted for the 
protection of the bondholders to require that payments be madę to 
the sinking fund before the railroads received anything. They are 
correct in saying that the finał version preserved this priority, i.e., in 
the terms of cash distribution of express rcvenues, the sinking fund 
pa>ment would first be madę before distribution to the railroads. 

P ro P ose d resolution of the sinking fund questions was discussed 
at a meeting of the Board of Directrs of REA held on February 28 
1929, but action was deferred until the REA stockholders had 
elected the permanent board of directors. The minutes of the 
meeting of the REA board ofdirectors on April 11, 1929, State that 
the chairman reported that certain railroads had objected to the 
railroad companies contributing to the sinking fund contributions “ 
The chairman added that the Legał Committee “had ruled that such 
provision could be madę under the Plan.” the board then adopted a 
resolution proy.ding that “there be deducted from the share of Raił 
Transportation Revenue payable to each stockholder in the months 
of February and August in each yaer $800 per share of the Capital 
stock of this Company held by such stockholders respectively, such 
deductions to be credited to such stockholders as money advanced 
to this Company.” The resolution further provided that the 
advances would be used to pay the principal on the bonds and the 

REA would credit or pay interest on the advances at 5 1/4 percent 
per year. 

On June 18, 1929, REA’s vice president of accounting Charles 
utz, sent a letter to the chief accounting officers of REAs 

Voto holclers ’ enc,osin g a copy of the board’s resolution of April 11, 
1929, and stating that the amounts deducted pursuant to the 
resolution would be entered on REA’s books “to the credit of your 
company in an account styied ‘Non-negotiable debt to affiliated 
companies Advances’ and will bear interest at the ratę of 5 1/4 ne r 
annum***." v 

In such manner was the Non-Negotiable Debt created. From a 
distance of 45 years, it is not difficult to attribute to its creation 
mouves which may be devious or laudable, depending on one’s 
vantage point. It may be helpful to quote some reasonably 
contemporaneous descriptions of the rationale for the adoption of 
the “Non-Negotiable Debt-advance” method of retiring the bonds 
h ” e , C °^ mentS WCre m3de in connect >on with the determination 
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by the REA board of directors in 1930 to adopt the same method in 
raising working Capital for REA as well as funds for additions and 
betterments. i.e., by borrowing from each stockholder through 
advances to be deducted from the railroads’ share of raił 
transportation revenue. While they are of some length, they do 
afford insight into the thinking of the parties involved at that time, 
as well as summarizing the mechanics and the effect of the choice. 

A “Memorandum for Mr. Charske” (sometime head of the REA 
Finance Committe) dated January 27, 1930, from a member of 
the Legał Committee, H. W. Clark of the Union Pacific Railway 
Company, discussed the power of REA to raise money for working 
Capital by appropriating funds before determining the amount of 
“raił transportation revenue” distributable to the railroads. The 
memorandum refers to the provision in the SEOA for the account 
entitled “surplus applied to sinking and other reserve funds,” but 
recommends that REA not: 

**’ exercise this right of deduction in the case of appropriations for capital 
purposcs Since it was finał I' decided not to require the short iines to bear any part of 
the cost of the acquisition of the American Railway Express Company properties. it 
would be inconsistent to make them share in futurę Capital items. It is illogical to 
require contribution from the short Iines through income deductions for which they 
would not receive in return any interest in the surplus. This latter objection could, to 
be surę, be obviated by giving the short Iines notes or an open account credit for the 
amount of such deductions, but the large number of accounts involved in that 
arrangement would make it amount to an intolerable nuisance There would be some 
inconsistency also, as to the stockholdir.g railroads, in making .uch deductions from 
income, in the proportion of the express business doni by them, while their interest in 
the resulting surplus would be in the proportion of .heir stockholdings. This Icst 
objection of inconsistency was raised by Mr. W. H. Williams after the Express Plan 
had been adoptcd by the requisite number of roads and had been declared effective. 
He urged that in the event of sinking fund applications of income, there should be 
secured to the contributing carriers a proprietary interest in such sinking fund 
proportionatc to their respective contributions thereto. The Law Committee ruled 
that this could be accomplished under the Plan without amendment and 
recommended that such action be taken by the board of dircvtors when co.istituted. 
The assent of Mr. Williams to the Plan was induced bt this ruling and 
recommendation The board of directors of the agency subscquently took action 
providing for the payment of bond maturities which, while not in just the form 
suggested by Mr. Williams, observed the principle of his criticism. The same reasons 
dictate the obscrvance of property and other appropirations for Capital purposes. 

At the REA board meeting of January 28, 1930, the Finance 
Committee recomended that working Capital be raised by borrowing 
through advances from stockholding railroads. The board approvcd 
the recommendation. The minutes show the following explanation 
by the Finance Committee: 
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We are not unmindful of the provision under iłem (j) of Section 4, ART1CLE V. of 
the Operating Agreement for the setting aside of surplus for investment in physical 
property but it is our opinion that the Board should not act under this provision, 
because (I) it would take from nonstockholding railroads money for insestment in 
property in which they would have no proportionate to the amounts thus charged to 
them, and (3) there would be no interest charge in the operations of the Agency on the 
cost of the property. 

The president of the Chicago, Indianapolis & Louisville Railway. 
objected to being required to make advances to enablc REA to 
acquire property and contended that REA must use the surplus 
accounts in ARTICLE V(4)(j) of the SEOA. Mr. Lutz of REA 
replied by letter cf March 5, 1930, and stated that the use of the 
surplus accounts was “voluntary on the part of the Agency, and the 
Board has decided in this case and in the case of the funds required 
to retire Maturing Bonds not to use them.” The letter recited the 
Finance Comittee’s explanation which is quoted above and went on 
to State: 


In addilion to the reasons assigned by the Committe there is the further objection to 
the use of thcse accounts that such a situation would present the anomaly of 
contributions to the Capital of the Agency by the contract raił lines out of revenues 
and a progressive increase in the equity of the stock of the Agency held by the 
"participating railroads" without the reflection in their asset accounts of the cort or 
value of such increase This objc.tion was voiced by Commissioner Campbell in the 
hearing and conference in Washington in January, 1929 when the approval of the 
Operating Agreement and f the proposed issue of bonds was under consideration in 
Finance Docket Nos. 7316 and 7322. 

It would appear that the payment of interest to carriers upon the advances madę 
would really place these investments in about the same category as contributions to 
the Capital of a joint facility, such as a union station, by proprietary raił roads In other 
words, the Capital provided through the advances yields 6 percent interest to the 
creditor, and such interest when charged into the income statement by the debtor is 
borne by the users of the property in the proportions of the use madę by thein, 
respectively In these circumstances. the interest ratę being fair, it would not make a 
great deal of difference how the amounts of the Capital obtained is distributed among 
the interested railroads. 

Accounting and Tax Treatment by REA and Railroads 

Ir >ts first annual report to the Commission for the year ending 
December 31, 1929, and in all later annual reports, REA reported 
its obligation on the advances as “non-negotiable debt" and part of 
its total debt, along with the bonds issued in 1929. Inciuded in these 
reports was information as to the amount of advances madę by each 
stockholder, the interest ratę, and the interest paid by REA on the 
advances. In their annual reports to the Commission and other 
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report*, the railroads consistently treated the Non-Negotiable Debt 
as debt (and not equity). Most of the railroads placed the advances 
in an account for "Investment in Affiliated Companies-Advances.” 
The interest received by the railroads from REA was generally 
recorded in the Commission account for “Interest Income.” 

For tax purposes, REA charged interest payments on the 
advances as an expense. The railroads took into income for tax 
purposes the fuli amount of raił trar.sportation revenue owed to 
them by REA prior to any deduction by REA for advances. 
Similarly, REA treated as an expense for tax purposes the fuli 
amount of raił transportation revenue owing to the railroads prior to 
the advances. 

This uniform treatment by REA and the railroads of the Non- 
Negotiable Debt as debt, and no eąuity, is also illustrated by certain 
transactions during the 1930’s. In 1935, REA repaid the railroads 
5388,097 in advances representing the amount charged off as 
discount on the bonds. In 1936, REA found that it had “on hand 
morę cash than needed in its present operations" and repaid $2.4 
million in advances on the basis of $2,400 per share. In 1938, 
Southern Railway and its affiliated lines sold their express company 
to REA and became REA stockholders. REA purchased 24 shares 
of stock from its shareholders for sale to Southern and, according to 
REA board minutes, “reimbursed" the holders from which the stock 
was purchased for the advances madę by them aggregating 
5255,407.37. 

While the advances were entered on REA's books as debt, 
according to a letter of Mr. Lutz, dated March 24, 1931: 

No nores, receipts or other forms or evidences of indebtedness were issued for ihose 
advances, because to issue notes would have necessitated the approval of the 
Interstate Commerce Commission It was assumed that the advices given by this office 
to the several railroads on Form 7102-A, a copy of which is enclosed would be 
sufTicient to evidence the indebtedness. 

The “advice” referred to Mr. Lutz was a form entitled “Advance 
Advice of Express Privileges” which showed an estimated amount 
due the railroad under SEOA for its express business during the 
prior month, deduction as “an advance by stockholders toward 
retirement of the bonds,” and a “Net Amount payable.” A check for 
this last amount would be forwarded within the current month, and 
the railroad would be advised of the actual amount due to it when 
the figures became available. The advice was signed by Mr. Lutz. 
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The 1938 Notes 

With interest rates reaching new Iows in the Depression REA 
decided in 1938 to retire the remaining S16 million of 1929 bonds 
through the issuance of new notes. A 10-year notę issue r>f $16 
million was planned, under an indenture with Guaranty Trust 
Company of New York, with the interest ratę to increase gradually 
from 0.375 percent in 1938 to 2.5 percent in 1948. As in the case of 
the 1929 bonds, the notes were to be secured by a pledge of REA’s 
rights under the SEOA. REA would retire the notes in the same 
manner as the 1929 bonds, by taking advances from stockholding 
railroads. In contrast to 1929, the indenture for the 1938 notes 
exprcssly provided that the principal was to be paid by advances 
from stockholders. The terms for making the advances were set 
forth in identical “stockholding agreements” between REA and 
each stockholder. Under these agreements, the advances were to be 
deducted monthly from each stockholder’s share of raił 
transportation revenue and had no fixed maturity datę. The 
agreements expressly referred to the prior advances, which were to 
continue to be madę until the 1929 bonds were actually retired. 

The stockholding agreements provided that the advances were to 
be subordinated to the notes and were to bear interest at a ratę 
fixed by the REA board but not to exceed 5 percent. 

A December 17, 1938 letter from a member of the Finance 
Committee stated that the interest ratę on the advances was a “wash 
transaction” sińce the result would be an equivalent increase in the 
amount of raił transportation revenue. The letter further stated that 
“even though this payment of interest was a bookkeeping 
transaction,” the board had reduced the ratę because “the picture of 
the owing railroads paying themselves 6% upon advances just to 
retire serially 5% bonds would be the unthinking accuse the 
management of milking the company at the instance of the larger 
railraods." He stated’ “Again I repeat whatever is saved in interest is 
gained in raił transportation revenue. 

Before the Commission acted on the application for authority to 
issue the notes, REA's generał counsel sent a letter to the 
Commission s Director of Finance in which he referred to the 
application, enclosed a copy of the stockholders agreement, and 
inquired “whether the authority of the Commission is necessary for 
railroad companies to execute such agreements as constituting an 
assumption of obligation of liability under Section 20a." The 
Director replied by letter dated December 5, 1938, stating that it 
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was the “view of this bureau" that there was no need for section 20a 
approval sińce, in his view, the agreements did not impose any 
obligation on the railroads, which were merely “acąuiescing'* in acts 
performed by REA. 

In response to an inquiry from an investment banker asking 
whether competitive bidding was to be required in the sale of 
railway bonds, the Chairman of the Commission, by letter dated 
November 25, 1938, referred to the REA notes offering then 
pending and stated that the Commission “has not adopted any 
requirement as to 'he offering for sale through competitive bidding 
bonds and other securities of railway companies, such equivalent 
requirement being applicable only to the sale of equipment-trust 
certificates." 


On December 20, 1938, the Commission approved the issuance of 
SI6 million of notes pursuant to section 20a. Railway Exp. Agency, 
Inc., \otes, 230 I.C.C. 478. In its report, division 4 madę the 
following comments on the advnaces: 


Funds for the payment of the notes as they maturę are in effect to be advanced 
pursuant to proposed agreements to be dated as of December I, 1938, between the 
applicant and the several railroad companies constituting its stockholders. Under the 
terms of the agreements the applicant will deduct monthly from the share of raił 
transportation revenue payable to the several companies. computed under the 
provisions of the operatmg agreements with them. such an amount as will be sufficient 
to accumulate funds to pay the notes as they become due, the amount deducted 
monthly to be such proportion of the total principal amount to be paid as the number 
of shares of the applicanfs Capital stock held by that railroad bears to the total 
number of shares held by all the railroads which have entered into such agreements, 
the foregoing provisions to prevail exccpt under certain conditions. as morę fully set 
forth in the agreeement. These advances will bear interest at such ratę not to exceed 5 
percent per annum, as may be fixed from time to time by the applicant s board of 
directors, but all advances. etther in existence at the datę of the agreements or madę 
pursuant to them, are to be subordinated to the payment of the notes issued under the 
proposed indenture. 230 I.C.C. 478, 479-80. 

Following the issuance of the 1938 notes, all parties concerned 
continued to treat the advances as creating a valid debt of REA to 
the railroads. These parties included this Commission and United 
States District Court Judge Carrol C. Hincks, who was required to 
review the advances in December, 1938, in connection with the 
reorganization of the New York, New Haven and Hartford Railroad 
Company. Judge Hincks was provided with a detailed history of the 
origin of the advances by the General Counsel of REA, who 
justified the failure to use the surplus accounts for the sinking fund 
as a means of avoiding the contribution by nonstockholding 
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railror.ds to the purchase of REA. Their generał counsel stated that 
the resolution of April 11, 1929, was adopted to “satisfy some of the 
railroads who, of course, would not have signed *** and also to 
satisfy * * * the objection of some of the Commissioners, and in what 
they thought to be the fair thing to do, namely, that the 
stockholders should put up the tnoney for the property Judge 
Hincks concluded that REA’s board of directors could lower the 
interest ratę of the advances, a right contested by the 
Reconstruction Finance Corporation, to which the New Haven has 
assigned its advances. 

At a hearing in 1947 before the Commission on a simplified 
accounting plan (the “economy plan”) which REA had adopted, 
REA’s vice president of accounting testified in detail concerning 
the history and naturę of the advances in response to ąuestions by 
Commissioner Splawn. The proceeding arose when the Commission 
questioned the legality of the economy plan under our pooling 
provisions of the Act. The REA vice president described the 
advances as an “unsecured obligation” that “is not evidenced by 
notes of any kind” and explained that REA had to “borrow” this 
money from its stockholders in order to pay the principal on the 
1929 bonds and 1938 notes. He described the effect of interest 
payments on revenues as follows: 


The imerest payments become a deduction in arriving at rai 1 transportation revenue 
distributable on the carriers but inasmuch as the payments are madę to our 
stockholdmg carriers and they receive over 99% of the raił transportation revenue, 
substantially the same carriers get the payments as would receive them in raił trans- 
portation revenue as if no interest payments were madę. 

In this report on this proceeding, Express F.arnings, Plan and 
Method of Division, 278 I.C.C. 505 (1950), the Commission 
concluded that: 


Upon further consideranon. we are of the opinion that the action of the Agency in 
adopting the economy plan without applying to us for a supplemcntal order was in no 
way unlawful In considermg the present arrangcment. as well as its predecessor in 
1920, we pointed out specifically that we were approving only the generał plan for 
pooling and dividing earnings and were not passing upon the particular provisions of 
artiole V or any other part of the contract. Ejpress Conlract 1920, 59 I.C.C. 518, 523; 
Railway Exp. Agency, Inc., Securities and ControI *•* (the 1929 proceeding). 278 
I.C.C. 505, 509 

The 1929 operating agreement was again considered by the 
Commission in a proceeding which has some similarity to the 
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present proceeding. In 1948, the United States brought an antitrust 
action against REA charging That those portions of the operating 
agreement which constituted REA as exclusive agent of the 
railroads violated the Sherman Act. REA petitioned the Commis- 
sion to either clarify or supplement its prior orders under section 
5(1). The district court granted a stay of the judicial proceedings. 
United States v. Railway Express Agency, Inc., 89 F. Supp. 981 (D. 
Del. 1950). After conducting a hearing, the Commission complied 
by exp 1 ici 1 1y approving the exclusive agency aspect of the pooling 
agreement in both a report and order. Express Contract, 1929, 275 
I.C.C. 739 (1951). Finding express Commission approvaI of the 
challenged activity, the district court dismissed the antitrust action. 
United States v. Railway Express Agency, Inc., 101 F. Supp 1008 
(D. Del. 1951). 

The 1954 Operating Agreement 

In anticipation of the expiration of the 1929 operating agreement 
in 1954, extensive consideration was given to the problem of 
repaying the advanccs, especially in the event of liquidation of REA 
or withdrawal by one or morę railroads. Several memoranda in the 
record indicate that in 1952, the eastern railroads were in favor of 
dissclving REA or withdrawing, with the western and Southern 
roads opposing this. 

B y application Filed July 24, 1953, a new operating agreement was 
submitted to the Commission for its authorization under section 
5(1) of the Act. The agreement, which was to expire on December 
31, 1973, was similar to the 1929 agreement. The provision for 
distribution of REA’s earnings was rewritten and amplified in some 
respects, but REA continued to be a non-profit agency of the 
railroads. Ali its net earnings were to be distributed to the 
signatories of the 1954 agreement, which expressly provided that 
REA would have no net taxable income. 

The 1954 agreement differcd from the 1929 contract in providing 
that a railroad could withdraw before the expiration datę of the 
contract. If a railroad withdrew, it was obligated to purchase all 
express company buildings on land owned by the railroad and might 
be required to purchase on demand other express company 
buildings, lar.d or equipment used solely or chiefly on the lines of 
the railroad. The withdrawing railroad could apply up to 75 pcrcent 
of its outstanding advances for the purchase price of the property. 
Remaining outstanding advances would not be redeemed but would 
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bear the same ratę of interest as "borne by similar indebtedness 
owed by" REA and would be rcpaid when the other stockholders' 
advance were repaid. In the event of liquidation, the advances were 
to be^subordinated to REA’s other liabilities and were, along with 
Capital stock, to be treated as Capital debt ’ for purposes of pro 
data distribution of REA’s remaining assetsy£)n November 4, 1953, 
the Commission approved the pooling provisions of the 1954 
agrecment. Express Contract. 1954, 291 I.C.C. 11. The Commission 
noted that the new provisions for withdrawal “should remove 
objections to the alleged monopolistic character of the exclusive- 
agency provision.” 291 I.C.C. 11, 12. 

Between 1954 and 1959, the status of the Non-Negotiable Debt 
was subjected to close scrutiny by the railroads, REA, banks and 
outside counsel on several occasions. It became important to 
dctermine whether the Non-Negotiable Debt should be considered 
debt or equity in connection with several transactions. These 
included: the question whether subordination of the Non- 
Negotiable Debt w^as required for REA to borrow from outside 
parties; the demand of Nevada Northern Railway, which had not 
signed the 1954 operating agreement, for repayment of its advances 
which demand was met; a proposed reduction of the interest ratę on 
advances in 1955; and the status of the debt raised in 1957 by a bank 
making temporary loans to REA. Examinations of some depth were 
madę in each instance and the resulting legał memoranda are 
included in the record of this proceeding. 

While there was a substantial question whether the Non- 
Negotiable Debt should be considered debt or equity, it should be 
pointed out that the records contains no suggestion that the Non- 
Negotiable Debt is completely invalid, the position taken by REA in 
this proceeding. In each of the above-cited transactions where the 
debt-equity questton was raised, the opinion was given that the Non- 
Negotiable Debt was debt and not equity and action was taken on 
that basis. The only exception to the "debt" view was expressed by a 
Vice President of REA, C. J. Jump, who was trying to co r, 'j n ce the 
Guaranty Trust Company that it was unnecessary to have the 
railroads agree to subordinate the debt to a proposed loan by the 
bank to REA. In a letter of May 1, 1957, Mr. Jump States, “I have 
expressed the feeling that these advances do not represent a debt by 
Railway Express Agency to the stockholders”. The lawyers for the 
bank disagreed, viewing the advances as a debt of REA, but decided 
not to require subordination. 
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In the memoranda discussing the debt-equity question, factors 
tending to the "equity" conclusion are givcn, sucli as contribution in 
proportion to stock-holdings, the absence of REA incorne to repay 
the principa! of the Non-Negotiable Debt, and the indefinite terms 
•for repayment. In support of the "debt" conclusion. it is pointed out 
the essential elements of a debt are present, sińce the amount owed 
is definite and the time for rcpayment-on demand after maturity of 
the outstanding notes-can be ascertained. Among the arguments 
supporting the "debt" conclusion, the foilowing excerpt from a 1955 / 
memorandum is of interest: 

X 

There are several factors which do support the status of the adsances as a debt. 
From the first the advances have been so treated and interest has been paid thereon 
without objection from any of the parties in interest The advances are set up on the 
books of the agency under the heading 'Non-Negotiable Debt to Affiliated 
Companies.* Such open account advances are qutte common in the practices o,' 
carriers in dealmg with subsidiary and affiliated companies. The strongest of all is the 
fact that in the report of the Commission in Finance Docket No. 12242, Railway 
Espress Agency, lnc., Notes, 230 I.C.C. 478. (1938), the Commission, in passmg upon 
the refinancing of the then outstanding bonds of the original indebtedness. in order to 
avail of lower interest rates, specifically reterred to the agreement dated December I. 
1938, between the Railway Espress and the stockholding railroads. under which the 
arrangement of advances was to be continued and a ratę of interest not to esceed 5% 
per annum thereon was to be paid. The Commission thereby gave it approval of the 
arrangement at least insofar as it affected the financing then under consideration. 

The 1959 Operating Agreement and The 1959 Notes 

In the report of division 3 dated September 21, 1959, in Express 
Contract, 1959, 308 I.C.C. 545, the events leading up to the 1959 
application to substitute a new agreement for the 1954 operating 
agreement are described. The dissatisfaction of the railroads with 
their express operations sińce 1954 had been evidenced by the 
withdrawal of several smaller carriers. One large eastern carrier had 
served notice of its intention to withdraw at the end of 1959 and 
there were indications that other eastern carriers would follow. The 
report attributes these actions to the out-of-pocket deficits the 
railroads were experiencing from their express traffic, which 
amounted to approximately S16 million in 1955, $24.5 million in 
1956, and $40 million in 1958. 

These losses from the express business, which the railroads had 
incurred in varying amounts sińce 1929, are referred to by the 
railroads in the instant proceeding as the “Railroad Subsidization of 
REA”. REA naturally objects to this terminology sińce it claims the 
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railroads werc cnormously enriched by REA on the basis of ihe 
investment of only $100,000 It is elear that there was a net annual 
multi-million dollar deficit from the cost to the railroads providing 
serviccs and facilities to REA for express operations despite their 
revenues from REA. Sec Express Rates, 1938-1939, 231 I.C.C. 471, 
505 (1939) (refers to Federal Coordination to Transportation study 
which shows expenscs and taxes in express service exceeding 
receipts in 1933 by $54 million); Increased Express Rates and 
Charges. 1946, 269 I.C.C. 161, 179 (1947) (express revenues $91 
million less than costs in 1946); and Express Rates and Charges, 
1953, 289 I C.C. 249 (1953) (express deficit of S92 million in 1951 
and $47 million in 1952). It is also elear that REA was not bearing 
any of these large losses. This vas due to the naturę of REA, which . 
was established as a non-proft tgency which would have no net 
income. If REA's own expenses increased faster than its revenues, 
REA’s expenses would be fully covered while the amounts paid to 
the railroads would decrease proportionately, even though the 
railroads’ own costs for carrying express might be inereasing. 
Commissioner Eastman used the objectionable term when he called 
REA “in effect a subsidized company” sińce the railroads “assumed 
ihe real financial burden of the express business." Express Rates, 
1938-1939, 231 I.C.C. 471, 505 (1939). 

The exact amount of losses being borne by the railroads from the 
express business and the causes, be it discontinuance of passenger 
trains or motor vehicle competition, are not materiał to our inquiry 
herein. REA has produced some evidence that, in certain instances, 
railroads were benefitted by their loss operation of express service 
sińce the losses from continued passenger train service would be 
even greater without express service. The debate of the parties on 
this point need not be further described. It is sufficient to State that 
the losses being borne by the railroads from the express business 
were sufficient to cause them tó propose significant changes in 
REA's operations. 

A committee appointed by the REA board recommended that a 
new operating agreement be adopted which would put REA on a 
profit and loss basis. The committee also recommended tnat, “In 
connection with the new contract,” REA issue notes to evidence 
the Non-Negotiable Debt with the purpose being "to make elear 
that the advances are in fact debts, and to establish formally the 
circumstances under which such notes becomes due and payable.” 
On July 15-16, 1959, the REA Board of Directors authorized the 
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issuance of promissory notes to cvidence the Non-Negotiable Debt. 
and authorized the execution of a new operating agreement. 

The principal objective of the new SEOA was to end REA's 
traditional nonprofit modę of operation in the hope that this would 
lead to greater efficiency and cost consciousness on the part of 
REA’s officials and employees, and that improved performance 
would make REA a profitmaking entity. The distribution to the 
railroads of REA revenues on a percentage basis was to be replaced 
gradually by a system whereby REA would purchase raił space on a 
basis related to the railroads’ out-of-pocket costs. The transaction 
was to be completed by January 1, 1963, at which time half of the 
express revenue rcmaining after payment of REA's operating 
expenses and raił transportation charges would be retained as profit 
by REA. The provision in the 1954 agreement that REA would have 
no taxable income was deleted. 

The 1959 contract also madę significant changes in the provisions 
for withdrawal. Under the 1954 contract, a withdrawing railroad was 
required to purchase the express property located on its linę and to 
pay its proportionate share of REA's total liabilities. In contrast, the 
1959 SEOA provided that any railroad could withdiaw from the 
contract after June 30, 1969, on 12 months’ notice and the capital 
stock of REA held by the railroad would be sold to REA at its 
original cost. 

On July 23, 1959, an application for authorization under sec' n 
5(1) of the pooling provisions of the new agreement was filed with 
the Commission. A hearing was held on the application of August 
18, 1959, before two Commission hearing examiners The transcript 
indicates that William B. Johnson, president of REA, in outlining 
the new plan for continued operations of REA, testified: 

Another feature of the plan is the issuance of notes to the railroads o cover their 
loans to the Espress Company which have heretofore been carned on the Espress 
Companys books simply as an open account debt to affiliated companies An 
application for authority to issue these notes will be filed with the Commission in two 
or three days. 


An application seeking authority pursuant to section 20a to issue 
the notes to evidence “existing indebtedness *** heretofore carried 
by (REA) as an open account on its books” was filed on September 
1, 1959. The pooling application was approved on September 21, 
1959. Expre$s Contract. 1959, 308 I.C.C. 545. In its report, 
Division 3 commented on the new pooling arrangements, nottng 
that, “In some respects the proposed agreement removcs grounds of 
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criticism directed to previous contracts. The conditions for 
withdrawal of dissatisfied participants are libera! and reasonable.” 
308 l.C.C. 545, 550. 

By order dated September 25, 1959, Division 4 of the 

Commission authorized REA to issue to 66 of its controlling 
railroad companies “5-percent non-negotiable promissory notes in 
the total principal amount of $27,637,053.80” in order to evidence 
the indebtedness arising from “funds advanced to it on open 
account to pay the principal amount due on the bonds and notes by 
it in 1929 and 1938. The notes were to maturę in December 31, 
1973, and provided that 10 percent of REA's profits under the 1959 
operating agreement after January 1, 1965, would be set aside to 
make payment on principal. No dividends could be paid by REA 
until tne notes were discharged. In approving the issuance of the 
notes, the Commission found the issue to be “for a lawful object", 
"compatible with the public interest”, “necessary and appropriate 
for and consistent with the performance by (REA) of service to the 
public as a common carrier, and which will not impair its ability to 
perform that service." 

On three different occasions subsequent to the 1959 order 
approving issuance of the notes, the Commission considered and 
approved modifications of the 1959 order. These include a 
modification in 1969 to permit subordination, authorization to 
consolidate notes in 1963, and the removal of the requirement that 
shareholders be railroad corporations in 1962. 

Sale of REA 

The events following the 1959 orders are well summarized by 
Judge Metzner: 

In the next several years, the earnings picture for the company got no better, and in 
1967 and 1968 REA management madę several unsuccessful attempts to Find a 
purchaser for the REA stock owned by the railroads. REA’$ financial adviser 
informed management that no interested purchaser would be found unlesi the 1959 
operating agreement was terminated and REA freed from railroad control. In iight of 
this advice, most of the shareholding railroads deposited their stock in a voting trust 
on June 10, 1968, the trustees of which were not associated with the railroacs. The 
trustees were given fuli powers of shareholders, including the power to st their 
shares if the ownets of voting trust certificates representing a majority of thr 
deposited stock approved the sale. In addition. by June 18, 1968, it was agreed tria! 
the 1959 operating agreement be terminated on December 31, 1968. 343 F Supp 851 
855, 
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In November 1968, Spenser D. Moseley was hired as President 
and Chief Executive Officer of REA and set about “building a new 
management team". By February, 1969, F. Ralph Nogg, Edwin G. 
Ross, Tom Kole, and Miklos Korodi had joined REA in senior 
executive posts. Ir. June, 1969, these five REA executives offered to 
form the REA Holding Corporation for the purpose of purchasing 
the stock of REA. Under the offer, the Holding Corporation, which 
was to be controlled by the five executives, would purchase the 
outstanding REA stock held by the railroads at SI per share plus 
warrar.ts to purchase shares of the Holding Company at various 
times and prices. With slightly morę than 2 million shares of REA 
outstanding, the purchase price would thus be approximately $2 
million. 

The offer provided, as to the price of the stock to be purchased by 
exercise of the warrants, that: 

the purchase price may be paid either in cash or by cancellation of 5% Notes due 
December I, 1973 f 5% Noies') or 5% Subordinated Notes due December 1, 1973 
('5% Subordmaled Noies'). 

The offer also stated that: 

ihe Holding Company will contribule all cash proceeds received by it from enercise of 
Warrants to REA, and. so long as ihere are outstanding any 5% Notes or 5% 
Subordinated Notes, such cash proceeds will be set aside and used solely to pay 
Principal and interest on such 57c Notes and 5% Subordinated Notes. 

The offer was accepted on behalf of virtually all railroad 
stockholders and the sale was consummated in August 1969. The 
finał sale embodied the terms of the offer in recognizing that the 
warrants could be paid for with the 5 percent notes, and in 
convenanting that the Holding Corporation would apply cash 
received in exercise of the warrants to payment of the principal and 
interest on the 1959 notes. 

After the new owners took control of REA, they continued until 
September 1971, to make the semi-annual interest payments on the 
1959 notes as they fell due. At that time, REA, under its new 
ownership, ftled a complaint in the United States District Court for 
the Southern District of New York initiating the legał action 
described herein as the REA Lawsuit. 
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Discussion 

I. WAS THE NON-NEGOTIABLE DEBT “DEBT”? 

The critical event leading to our involvement in this proceeding 
on reconsideration appears to us to be the filing of a memorandum 
o f September 5, 1972, on our behalf in the REA Lawsuit, which 
memorandum contained the following statements: 

The Commission desires the views of the parties on their basie assump.ion that the 
non-negotiable debt consitu.es evidence of indebtedness. If the non-negut.able debt 
in fact represcn.ed but railroad equi.y in REA, then much of the present controversy 
may evap<, ra .e, and the 1959 notes perhaps »ere incorrectly approved. 

The court was thus presented with a suggestion of error by an 
admmistrative agency, a request by that agency for an opportunity to 
rectify the error, and the further suggestion that agency action would 
resolve much of the controversy before the court. While the Judge 
responsible for the case, Judge Metzner, did not accept the offer, a 
three-judge panel did, on appeal, accepting at the same time our 

offer to explore certain antitrust questions raised inthe REA 
Lawsuit. 

We will first consider the naturę of the Non-Negotiable Debt. 
Before giving our own views on this issue, we will outline the 
contentions of the railroads, of REA, and of the Office of General 
ounsel. We wish to make it elear that we are herc discussing the 
views of the Office of General Counsel expressed at the earlier 
stages of this proceeding. We can assure the parties that, in 
accordance with our order of June II, 1974, the Office of General 
Counsel has not partiepated, in any manner, in the decisional 
process concermng the merits of this proceeding. However, we feel 
u appropriate to discuss certain contentions emanating from the 
Office of General Counsel on this issue, due to the active role taken 
by that Office in initiating our participation in this proceeding and 
framing the issues, and due to the contention put forward by that 
Office that the Non-Negotiable Debt may represent “equity”, a 
proposition rejected by both the railroads and REA. 

It may be useful to set forth again the questions in our order of 
January 9, 1973, relating to this issue: 

I Did the non-negotiable debt represent the build-up of ra.lroad equ.ty in REA by 
us railroad parems? n 3 1 

equi°'capna*? S rePaymem ° f deb ' ° r ,mer “' ,here °" "P"*'™ a return of or on 

shoiiW n ' a r SWer L° nU r mberS J or 2 * "y«" *■»« leg.1 or prac.ical consequences 
should flow from that finding? ^ 
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As pointed out above, neither the railroads nor REA contends 
that the Non-Negotiable Debt represented an equity interest. 
Therefore they both treated the.se three questions as a single matter, 
with the railroads maintaining that the Non-Negotiable Debt 
represented “debt” and REA characterizing the Non-Negotiable 
Debt as either “sham” or “void". Put another way, the parties 
answered questions 1 and 2 in the negative, which disposed of 
question 3. We will follow the treatment chosen by the parties. 

A. Railroads' Contentions 

In support of their position that the Non-Negotiable Debt 
represented debt, and not equity, the railroads argue that the intent 
of the parties at the time of the inception of the advances in 1929 
demonstrates clearly that a debt obligapion was being created. They 
point to the April 11, 1929, resolution of REA’s board of directors 
which established the deductions from stockholders, provided that 
the deductions be treated as advances, and further provided that the 
advances should bear “interest" and referred to “the indebtedness of 
(REA) represented by such advances”. [Emphasis addedl. 

Having established that the parties to the obligation believed they 
were creating debt in 1929, the railroads proceed to their main 
argument, that REA, the railroads, and third parties including banks 
and this Commission, consistently regarded the advances as creating 
debt for a period of 30 years. The period is 40 years, if the decade 
between the issuance of the 1959 notes for the Non-Negotiable Debt 
and the filing of the REA suit is counted. REA carried the 
obligation on its books as “Non-negotiable debt to affiliated 
companies—Advances" from 1929 onward, and so advised the 
railroads, REA’s first annual report to the Commission reported the 
obligation as “funded debt" and described it as “Non-negotiable 
debt to affiliated companies—advances.” In REA’s income 
statement filed with the Commission, the interest paid on the debt 
was shown in an account Iabeled "interest on funded debt". REA’s 
subsequent Annual Reports showed the debt and interest payments 
in the same fashion. 

For tax purposes, both REA and the railroads treated the 
advances as creating debt and not equity. The interest paid on the 
Non-Negotiable Debt was deducted as an expense by REA, and not 
treated as a dividend, which would have resulted in taxab!e income 
of REA. The interest was treated as “interest income” by the 
railroads. The railroads took into income for tax purposes the fuil 
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amounts which they advanced to REA by means of deductions under 
the April 11, 1929, resolution. In their brief, the railroads contend 
that they would not have incurred this substantial tax liability over 
the years if the advances had been viewed merely as a measurement 
of the build-up of railr-aad equity in REA as REA’s bonds were 
retired. 

The railroads niaintain that the repayment of certain advances in 
the I930 s is further evidence of their treatment as debt. These 
include the repayment to the railroads of $338,097 in 1935 and $2.4 
million in 1936, as well as the 1938 repayment to stockholding 
raiiroads of $255,407 in connection with the sale by Southern 
Railway of its express business to REA. 

When the 1929 bonds were refinanced through the issuance of 
notes in 1938, agreements were entered into with the stockholding 
railroads which, the railroads contend, madę it elear that the 
advances were to be considered as debt and not equity. The 
Commission recited the terms of the agreements in its report 
authorizing the notes and stated th't the advances would “bear 
interest . The Commission’s Director of Finance expressed his view 
that authorization under section 20a of the railroads’ assumption of 
liability was not necessary sińce the agreements were “merely an 
agreement to loan money” to REA, or to permit REA “to defer 
payment of a portion of Raił Transportation Revenue and pay 
interest thereon.,, 

Other indicia of consistent treatment of the advances as creating 
debt are the 1938 review by Judge Hincks of the New Haven 
reorganization court, described above, and an investigation of REA 
by the Internal Revenue Service in the 1940’s. While REA was 
found to have tax liability in a number of respects no suggestion was 
madę that the Non-Negotiable Debt should be treated as equity for 
tax purposes. 

Dpon the expiration of the 1929 operating agreements in 1954, 
substantially similar operating agreements were adopted, with 
Commisisujn approvaI. The new agreements referred to the advances 
as mdebtedness" which were entitled to interest payments. The 
agreement provided that a withdrawing railroad couid appiy up to 75 
percent of its advances against the purchase price of the express 
properties it would be obliged to purchase withdrawal. The railroads 
contend that such a right to redeem a fixed value in advances is 
mconsistent with the concept of advances as a form of equity. The 
remaming advances were to bear the same ratę of interest as s.milar 
mdebtedness" owned by REA and would be repaid when the other 
stockholders’ advances were repaid. 
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Finally, tlie railroads refer to the consideration given the Non- 
Negotiable Debt by lawyers for REA, the railroads and banks in the 
I950’s, resulting in several memoranda discussing the question. 
Tliese are described above. With the exception of Mr. Jump’s 
“feeling” that the advances do not represent a debt, the opinions 
consistently conclude that the advances did create a debt. The 
railroads close their statement on the historical record of the Non- 
Negotiable Debt by stating, “For the Commission now to rule that 
the incurring of that debt or the repayment of that debt or interest 
thereon was in fact a bui!d-up or a return of equity Capital would be 
fiatly inconsistent with 30 years of accounting, tax, corporate, the 
Financial treatment of the advances as a debt obligation." 

In a specific reponse to our question No. 1 above regarding a 
“build-up of railroad equity “through the Non-Negotiable Debt. the 
railroads point out that there could be no “build-up” of their equity, 
sińce the railroads making advances always held 100 percent of 
REA’s equity through their ownership of all of REA’s outstanding 
stock. The railroads conclude their argument in support of the 
“debt” character of the Non-Negotiable Debt by outlining the 
stringent criteria under the Federal tax laws. They refer to In re 
Eastern Erectors, Inc., 346 F. Supp. 293 (E. D. Pa. 1972), affirmed, 
485 F. 2d 679 (3d Cir. 1973) in which the following factors were 
described as a “typical list of the guiding considerations”: 

(I) the names given to the ceriificates evidencing the indebtedness; (2) the presence 
or absence of a maiurity datę; (3) the source of the payments; (4) the right to enforce 
the paymenl of principal and interest; (5) participation in management; (6) a status 
equal to or inferior to that of regular corporate creditors; (7) the intent of the parttes, 
(8) 'thin' or adequate capitalization; (9) identtty of interest between creditor and 
stockholder, (10) payment of interest only out of - dividend' money; (11) the ability ot 
the Corporation to obtain loans from outside lending institutions 346 F. Supp. 293, 
297. 

They contend that the Non-Negotiable Debt qualiFies.as “debt” by 
most of these standards, with the conclusive demonstrations of this 
characterization being the failure of the Internal Revenue Service to 
question this treatment in their extensive review of the Financial 
arrangements of REA. 

Since they believe that the foregoing demonstrates that “the 
Commission’s approval of the issuance of the notes in 1959 was 
soundly based on the extensive record of 30 years of treatment of 
the advance as debt”, the railroads State that they Find it difficult to 
respond to our question No. 3, which concerns the legał and 
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practical conscąuences of a finding that thc Non-Negotiable Debt is 
equ i ty. However, they do offer certain “observations”. First, they 
discuss the consequences of having paid off the 1929 bonds without 
using advances and creating the Non-Negotiable Debt, but by 
deducting the necessary amounts before computing raił 
transportation revenues payable to the railroads. Had tbis system 
been followed, the stockholding railroad would have acquired 100 
percent ownership over the years of an entity with some $30 million 
in properties which had paid off its initial indrbtedness. In the 
arrangement actually followed, the stockholding railroads acquired 
100 percent ownership of ap entity with assets of roughtly $30 
million and with deb' them of about $28 million. Since no one has 
demonstrated that the choice between the two inethods had any 
affect on REA’s ability to perfcrm its service to the public and the 
interests ofthird partieswere notjeopardized, the railroads question 
whether the choice of using one method or the other should be of 
any consequence to the Commission in performing its duties under 
section 20a. 

Secondly, the railroads question the legał significance of any 
finding that the Non-Negotiable Debt is equity. Such a finding does 
not necessarily lead to the conclusion that the 1959 notes were 
incorrectly approved ’ or that the order approving the notes should 
be altered or revoked. They maintain that there is nothing ir section 
20a that makes the characterizing of an instrument as debt or equity 
determinative, and that there is no reason why promissory notes 
could not be issued in exchange for stock or other equity securities. 
Ali the terms and characteristics of the Non-Negotiable Debt were 
before the Commission in 1959 when it approved the notes. The 
railroads State, “If the Commission were now to believe that in fact i 
misconstrued the legał status of the open accounts and that they 
reflected $27,600,000 worth of equity, it can still regard the notes as 
properly issued and for adequate consideration. To do otherwise and 
suggest that the 127,600,000 is now to be wiped out irretrievably, 
would be incomprehensible.” 

In view of our conclusion on this issue, we do not reach the 
interesting question whether a finding by us that the Non-Negotiable 
Debt is equity would have any legał consequences. There is merit in 
the railroads argument that our review of the “rights” of the 
railroads being exchanged in consideration for the 1959 notes was 
legally adequate under section 20a and that the subsequent 
characterization of these rights as being in the naturę of “equity” 

rather than debt does not vitiate our order. This argument mav 
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explaln the reluctance of REA to accept any description of the Non- 
Negotiable Debt as “eąuity". Of course, this argument also rai* e» 
some ąuestion as to the soundness of the position we took before the 
court in the REA lawsuit (ąuoted at the beginning of this section), 
sińce the elear implication is that finding the Non-Negotiable Debt 
to be eąuity would prove our 1959 order authorizing the notes to be 
“incorrect". 


Reas Contentions 

As stated above, REA, while denying the validity of the Non- 
Negotiable Debt, does not contend that the Debt represents an 
eąuity interest. Counsel for REA expressed curiosity as to the origin 
of the "debt-equity" ąuestion at the hearings in this proceeding. At 
one point, an REA attorney advised the Commission's General 
Counsel, "The debt ore ąuity ąuestion has not been raised in our 
lawsuit either by the railroads or by REA, so that if you were 
informed that debt or eąuity were somehow involved in that lawsuit, 
you are misinformed.” Transcript, p. - 432, August 7, 1973. 

Desprte their reservations as to importance of the “debt-equity” 
posed in our ąuestions, REA responded at length. Its position is that 
the Non-Negotiable Debt represents neither debt nor eąuity, but 
“the railroads’ misappropriation of Capital and revenues belonging 
to REA”. REA contends there never was a valid debt which could 
provide legał consideration for the issuance of the 1959 notes. 
Accordingly, the Commission should vacate its 1959 order 
authorizing the notes. 

REA contends that the Non-Negotiable Debt would never have 
been created if the plan presented to the Commission in 1929 had 
been followed. REA points to the account in the 1929 operating 
agreement described in some detail above which was entitled 
"Surplus Applied to Sinking and other Reserve Funds”. Amounts 
allocated to this account were to be deducted before determination 
and payment of “Raił Transportation Revenue”. REA also refers to 
the proof of indenture tiled with the Commission on January 31, 
1929, which speaks of sums being “set aside" for payment of the 
bonds when due “be.jre making payment" to the railroads of sums 
due under the operating agreement. Finally, REA ąuotes from a 
“descriptive letter” furnished the underwriter of the bonds, which 
letter accompanied the prospectus used in the sale of the bonds, 
"The Operating Agreements provide that the net receipts of the 
Corporation, after deduction of *** the sinking fund payments ***, 
are to be distributed among the Participating Railroads ***.“ 
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REA charges that “the railroads er.gaged in a consciously 
deceptive course of conduct" in adopting a system of repayment of 
the bonds which was contrary to the representation set forth above 
and contrary to what the Commission approved in 1929. In support 
of this charge, REA recites the activities of the directors, officers 
and attorneys of the railroad concerning the sinking fund question 
which took place in early 1929 and culminated in the April 11, 
1929, Board of Directors resolution establishing the advances and 
the Non-Negotiable Debt. While the facts surrounding these 
activities are undisputed, legał conclusions drawn from 'hem differ. 
REA maintains that the effect of these activities was “to create a 
purported ‘debt' owned by REA to its stockholders where no debt 
existed nor could have existed under the plan submitted to the 
Commission.” 

REA also contends that the Non-Negotiable Debt is void because 
the transaction involved the issuance of a security which was 
required to be approved by the Commission pursuant to section 20a 
of the Act. The security involved would be an “evidence of 
indebtedness.” This contention may be inconsistent with its claim 
that no debt was created, but REA is entitled to plead in the 
alternative. REA refers to the letter dated March 24, 1931, from 
REA Vice President Charles Lutz, stating that, "No notes, receipts 
or other forms or evidences of indebtedness were issued for those 
advances, because to issue notes would have necessitated the 
approval of the Interstate Commerce Commission." It is REA's 
concention, however, that "evidences of indebtedness" were issued. 
While REA does not State which particular instrument may be an 
"evidence of indebtedness,” it appears to be claiming that any or all 
of the following may be so regarded: the letter of June 18, 1929, 
from Mr. Lutz to stockholding railroads advising them of the 
deductions to be madę and the REA account to be opened entitled 
“Non-negotiable debt to affiliated companies—Advances", s ating 
the interest to be paid, and enclosing a copy of the April 1 1, 1929, 
resolution; the monthiy "advices", signed by Mr. Lutz, which were 
sent to the railroads, giving the estimated amount due the railroad 
for its express business, the amount of the advance, the “net amount 
payable", and stating that a check for the amount of interest 
indicated would be forwarded “on or before the last day of the 
month"; and a statement or coucher accompanying each check in 
payment of interest, which referred to the April 11, 1929, 
resolution. In his letter on March 24, 1931, quoted above Mr. Lutz 
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also stated, “It was assumed that the adviccs *** would be sufficient 
to evidence the indebtedness." 

RF.A contends that the railroads have engaged in a devious course 
of conduct. i. e. using open account advances, to avoid reąuestmg 
Commission authorization under section 20a, sińce the Commission 
would not have approved this scheme. REA goes on to argue that 
the consideration of the advances by the Commission in 1938 and at 
other times atter 1938 is of no consequence sińce section 20a 
eclares securities to be void. “if issued or assumed without such 
authorization therefor having first been obtained ***" (Emphasis 
added.) y 

As an additional argument, REA maintains that the Non- 
‘ egotiable Debt was not a genuine dcbt, because repayment was not 
possible at the time of its creation; no outside lender would have 
madę the loans; it was not payable on a datę certarn; it created 
thin capitalization; it was issued to stockholders in proportion to 
their stock ownership; and it was subordinated to other debts The 
foregomg are criteria often used in tax cases to determine the 
vaIidity of debt for tax purposes. Several of these criteria were also 
mentioned by the railroads in their evaluatioh of the Non- 
Negotiable Debt from a tax standpoint. Not surprisingly, the 
ra.lroads and REA reached opposite conclusions as to the status of 
the Non-Negotiable Debt under the Internal Revenue Codę. 

Finally, REA claims that. “No monies were advanced from the 
railroads to REA; the so-callcd advances thereforc were a sham." In 
support of this claim, REA relies heavily on a "Report and Order on 
Prehearmg Conference" served June 18. 1973, by Administrative 
Law Judge von Rmteln. REA refers to this repr.t frequently in its 
rief. The report was issued in connection with the proceedings 
described above which followed REA's petition of M..rch I. L 
seeking discovery wtth respect to alleged parte Communications 
by the Office of General Counsel. and REA's petition of March 5. 
1973. seeking discovery on the merits of the proceeding By order 
dated April 10, 1973, discovery before an Administrative Law Judge 
was ordered by the Commission. The discovery proceeding was 
assigned to Administrative Law Judge von Rmteln. Following an 
inmal prehearing conference, on June 18. 1973, a report and order 
ot Administrative Law Judge von Rinteln was served in which the 
procedures and a time-table for discovery were established. 
Included in this document was an extended discussion of the merits 
of this proceeding as well as conclusions on the factual and legał 
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matters raised by the Commission in its order reopening the 
proceeding. Certain railroad parties to this proceeding filed a 
motion to strikc this discussion on the grounds that the 
Administrative Law Judge’s statement of his conclusions on the 
merits of this proceedings clearly exceeded the task he was assigned 
by the Commission. However, he was apparently motivated by a 
• sense of fairness to the parties. As he stated in the report, “The 
parties were advised at the initial session of the pre-hearing 
conference of the foregoing views of the Administrative Law Judge; 
i. e., that REA has already madę a case for voiding the non- 
negoliable notes." p. 13. 

The conclusions of the Administrative Law Judge may be stated 
succinctly in his words, "Thus, the pooling agreement approved by 
the Commission provided for no debt obligation as between the 
Express Agency and the stockholding railroads; no money was ever 
actually advanced to the Express Agency by the stockholder 
railroads; and the procedures followed were contrary to thosc 
provided in the pooling agreement. It follows therefore, that there 
never was a debt owing the railroads by REA *** Since there was no 
debt, it follows there was no consideration for the 1959 notes. In 
such circumstances the Commission would be warranted in vacating 
the 1959 approval of the notes.” p. 13. In this respect, our order of 
July 25, 1973, denied said motion to strike as the matter entitled 
Tentative Statement of Facts and Conclusions Based on Facts 
Already of Record” was properly described as tentative only, did 
not act to prejudge the case or to limit the scope of the discovcry 
sought herein, and was not shown to prejudice materially the 
railroad movants. 

Office of General Counsel's Contentions 

As stated above, we wished to discuss the view of the Office of 
General Counsel separately from that of the parties. While it may be 
a disservice to that Office to attribute the above conclusions of the 
Administrative Law Judge to it, the reasoning leading to the 
conclusions is quite similar to that espoused by the Office of 
General Counsel at that time, and we find this a convenient avenue 
to such a discussion. We will complete our exploration of REA’s 
contentions by returning to its claim that, “No money was advanced 
from the railroads to REA”, a conclusion common to, if not based 
upon, the April 10, 1973, report. 
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Administrativc Law Judgc von Rinteln’s conclusion tbat no 
money was ever aclually advanccd” by the railroads rcsts on his 
untenable finding of an "inconsistency" in both thc April 11. 1929, 
resolution establishing the Non-Negotiable Debt and the advanccs 
and our 1938 order discussing the debt and advances. The 1929 
resolution and the 1938 both describe an arrangement whereby 
REA will deduct sinking fund payments after compution of raił 
transportation revenue and payment of interest on the amounts 
deducted, with these deductions to be called “advances". However, 
the Administrative Law Judge States, "One thing the resolution did 
not do was to provide for paying the sums for sinking fund payments 
into the hands of the stockholder railroads.” (Emphasis in original.) 
p. 9. This same “inconsistency" appears in our 1938 report, p. U- 
The Administrative Law Judge appears to have concluded that no 
“advance” could be entered on the books of REA unless there was 
some physical transfer of funds to the railroad which was then 
returned to REA as an advance This is apparently also the basis for 
REA’s claim on this point. 

The two other critical findings of fact in the April 10, 1973, report 
quoted above which relate to differences between the sinking fund 
procedures adopted in 1929 and the description in our 1929 report 
have been the subject of extensive attention in this proceeding. 
Without the benefit of the evidence received through discovery and 
the argument by the parties in this proceeding, the conclusions 
April 10, 1973, appear premature. 

The two legał conclusions in the report that “there was no debt 
and that “the Commission would be warranted in vacating the 1959 
approval of the notes" are echoed in the deposition of the Associate 
General Counsel who testified in this proceeding that, on his own 
initiative, he had prepared a memorandum to the Commission on 
the REA lawsuit: 


My reading the materiał ihaiJ was able to gather convinced me that there never had 
been any tndebtedness, in other words. 1 thought Ihat the Commission should on tts 
own motion constder whether the permtssion that tt gramed. the approval that tt 
granted in 1959 for REA to issue notes, was properly done tn the Interstate 
Commerce Act. 

Agam, it occurred to me that if this so-called non-negottable debt was tn fact equity 
built up tn REA by the Railroads, that the Commission perhaps granted approva! in 
1959 in an inappropriate case." Transcrtpu p. 501. Aug 8, 1973. 

While the Administrative Law Judge agreed with the Associate 

General Counsel on the absence of any debt, he did not characterize 
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thc obligation crcated as “equity”. In fact, Administrativc Law 
Judgc von Rintcln stated in thc July 26, 1973, hearing that he was 
“somewhat annoycd" by the "debt-equity” tcrminology. Transcript, 
p. 236. Since, as stated above, the “debt-equity" issue was not raised 
in the REA Lawsuit by the railroads or REA, counsel for REA 
attempted to ascertain its origin. After determining through 
* interrogatories that thc Associate General Counsel quoted above 
had bcen responsible for the drafting of the first three questions in 
our January 9, 1973, order, all of which concern the uebt-equity 
question, the Administrative Law Judge asked the Associate 
General Counsel, "Did it (the issue) have its genesis in your own 
mind, or from someone outside the Commission, sir?" The reply 
was, “completely within my own thinking; completely within my own 
mind." Transcript, August 8, 1973, p. 562. 

Conclusions 

The foregoing exposition of what we i, ve termed “the views of 
the Office of General Counsel", rightly or wrongly, has been for the 
purpose of setting forth the legał motivation for our reentry into this 
proceeding. We can now re-examine the grounds for our action in 
our reopening of January 9, 1973, in light of the vast infusion of 
evidence sińce that time. As to certain of the legał arguments raised 
by the Office of General Counsel at the time of the reopening, we 
find them to be of slight consequences. As to others, the issues 
raised were valid and the evidence received was necessary in order 
to evaluate their merit. While we disagree with the conclusions 
reached by our Staff in 1973, our disagreement is based on the 
evidence produced in this proceeding, primarily through discovery. 
It is this aspect of our efforts which we hope will be of assistance to 
the district court when it considers this matter. 

The major issue raised by the Office of General Counsel. “Did the 
non-negotiable debt represcnt the build-up of raiiroad equity in 
REA by its raMroad parents?’, received perfunctory and negative 
responses from the parties. W'e agree with the parties that there are 
virtually no grounds for terming the Non-Negotiable Debt an 
equity interest. For the same reason, we also concur in the 
negative responsc to the parties to question No. 2 in our January 9, 
1973, order, which asks if the repayment of the debt or interest 
thereon represented a return of or on equity Capital. Having 
disposed of the equity question, we are still left with the question 
whether the Non-Negotiable Debt was in fact, “debt". 
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The parties responded at length on the issue whether any debt 
existed and this will be further discussed below. In most respects, 
their arguments were on different grounds than that of the Office of 
the General Counsel, which appcared to be contending that no debt 
could have been created sińce no moneys were actually paid to the 
railroads from which the railroads could make the advance« to REA. 
This argument, as set forth in the Appendi* 10, 1973, report, holds 
that, so long as REA deducted the sinking funds payments before 
transmitting raił transportation revenue, no obligation could be 
created on the part of REA for the advances. This contention is^ 
totaily without substance and we cannot agree. We see no legał 
prohibition against an agreement which provides that a portion of 
moneys due a second party (the raił transportation revenue due a 
railroad) can be deducted by the party receiving the moneys 
origi' *lly (REA) to fulftll an obligation of the second party and 
create a valid debt without physically transmitting the moneys to the 
second party. The parties did so contract in this case. 

The third and finał argument of the Office of General Counsel was 
that procedures followed by the parties in 1929 differed from, or 
“were contrary to", the procedures approved by the Commission in 
its 1929 order approving the operating agreement. This is also the 
major argument of REA. Given the facts available in 1972, there was 
legitimate cause for concern that the Commission had been misled 
in 1929. As the siiuaiion appeared to us in 1972, and as it was 
described in Judge Metzners opinion, through the action of the 
REA Board of Directors immediately following our approval of 
certain transactions in 1929, a system involving “non-negotiable 
debt" and “advances" was established. No mention of either the 
non-negotiable debt or advances was found in our two 1929 reports 
on the transactions and the result of these then unauthorized 
transactions was the creation of some S30 million in debt. Viewed in 
this light, the alarm shown by the Office of General Counsel seems 
appropriate. Even if the most damaging assumptions are madę with 
regard to these events, however, we are not necessarily led to the 
conclusion that we are thereby compelled to revoke and order madę 
30 years later approving the notes of REA. Unless approval under 
section 20a is required, a matter discussed below, the failure of the 
railroads to follow the procedures described in our reports would 
not render the Non-Negotiable Debt void, and, accordingly, would 
not reąuire revocation of the 1959 order approving the notes. 
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In any evcnt we are not called upon to rule on the consecjuences 
of a conscious deception of the Commission in 1929. From the 
evidence received in this reopening, we are satisfied that the 
railroads, and the fledgling REA, had sufficient business reasons for 
the change in sinking funds procedures and that the timing was not 
arranged to mislead the Commission. As was brought out in this 
procceding, the objections of the Williams roads were raised at a 
late and critical stage in the establishment of REA, when signatures 
were being gathered from the scores of other railroads. The 
\ objections were madę known to the Commission before any rulings 
J were ma de. The desire of the Williams roads to firmly and fairly fix 
rights upon liąuidation are understandable in view of the amounts 
involved and the hazards of entering into an untried venture. Given 
the uneven record of the previous arrangements for handling express 
business, it was not unlikely that a new start might be soon madę 
again. In addition, the problem of the short linę roads contributing 
without a compena-ting benefit was a legitimate concern. 

With respect to the alleged deviation from the procedures 
approved by the Commission in its 1929 orders, we question 
whethcr this charge, even if proven, would reąuire us to revoke the 
order which the district court has directed us to consider, our 1959 
order approving the notes. We think it elear from our 1929 report 
that we were not requiring any specific method of accounting for the 
sink;ng fund and computing raił transportation revenues: 

In arriving at the amount of such revenue, provtsion is madę under iłem (j) of 
sectton 4 of this aniele for deducting certain profit and loss debit items therein 
enumerated, mcluding surplus applied to sinking funds or set astde for investment in 
phystcal property. The effect of this will be to reduce the operating revenues ol the 
ra.lroad carriers which they derive from eupress traffic by amounts which are in 
reality appropriations of surplus. It should be understood that all that we are here 
passmg upon is the plan for pooling and dividtng earnings and we are not passing upon 
other provmuns of the contract, such as that mentioned above Nothmg herein 
contained is to be construed as an expresston of opinion upon the propriety of such 
deduct.ons in connection w,th the determinatton of recapturable income under 
sectton I5a of the Interstate Commerce Act." 150 I C C 423, 434. lemphasts added l 

The last sentence indicates that we had some question about REA 
following the accounting method that REA now insists should have 
becn followed. From a review of our own records and the new 
evidence received, we are satisfied that the Commission was 
adequately advised of the possibility of alternate methods of 
accounting for the sinking fund. This appears to be reflected in our 
report, which we view as permitting the method finally adopted 
348 I C C ' 
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In any event, the compliance or non-compliance with the 1929 
report is peripheral to the central issues to which the district court 
directed our attention: whether the Non-Negotiable Debt is, in f ’ 
“debt;" and whether the “1959 order was correctly or approp' .teb 
issued." We have reviewed the treatment of the Non-Nr >;i t > • 
Debt over a period of 40 years by the railroads, REA, thirć ; rties, 
including banks, and the Commission, and we have r j. 1 a 
practically unanimous acceptance of this instrument as a debt. The 
evidence in support of the “debt” characterization includes action 
by businessmcn and bankers involving substantial sums of money, 
opinions by attorneys knowledgeable in the field and action or 
forbearance by government agencies, including the Internal 
Revenue Service and ourselves. (Among our own actions is our 1928 
report indicating our awareness of the system of interest-bearing 
advances, and our 1938 order authorizing an issue of notes to be 
repaid through this system.) Many persons and businesses have acted 
in reliance upon the Non-Negotiable Debt being debt. This would 
include the present owners of REA who purchased it for slightly 
over $2 million in 1969. It was elear from the purchase negotiations 
and terms that sellers and buyers assumed of the 1959 notes were 
valid. We are certainly not basing our decision on the fact that the 
new owners would receive a S27 million wind-fall, but we do 
mention it as one not insubstantial consequence of revoking our 
1959 order. From the foregoing. we conclude that the Non- 
Negotiable Deot is in fact. debt. 

We also conclude that our 1959 order approving the issuance by 
REA of notes in exchange for Non-Negotiable Debt was not 
“inccrrectly” or “inapproprjately” issued due to any lack of 
consideration for the notes. In order to reach this conclusion, of 
course, we have considered and rejected one finał argument of REA 
on this issue, the applicability of section 20a of the Act to the 
advances and the Non-Negotiable Debt. REA contends that a 
"security" was issued without prior authorization by the 
Commission. Therefore. REA argues, the unauthorized debt is void 
and the 1959 order falls for lack of consideration. We cannot agree. 
The Commission has consistcntiy held that “advances” are not 
securities subject to the requirements of section 20a. In additiun, 
the instruments cited by REA in support of its argument cannot be 
considered “evidence of indebtedness." 

The status of “advances" under section 20a has been considered 
by us several times in the recent past. In 1971, we instituted a 
proceeding entitled "Ex Parte No. 275, Expanded Defmition of 
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Term Securities,' ” in which we propcsed to “expand” the term 
“securities" referred to in section 20a(2) to includc a number of 
different financing instruments, including advances. After receiving 
publir comment, we decided against this expansion, stating: 

Repoils filed by commiltees of Congress relaling to the Transportation Act of 1920 
do not pecify what would be included in the term "securities" other than the 
lantuage of the act itself. Our review of the legislative history conTirms the contention 
of tl.e opposing parties that all references were limited tc itocks, bonds, and 
promissory notes. Accordingly, it appears that the past interpretation of the term 
securities by this Commission to include stocks, bonds, notesn and instruments that 
read like notes was essentially the fair and correct interpretation of section 20a of the 
act. 340 I CC. 817, 824 (1972). 

Latcr in 1972, we reopened Ex Parte No. 275 on our own motion 
and again proposed an expanded definition of the term “securities." 
An expanded definition was adopted on August 19, 1973, 344 l.C.C. 

114, when we ordered, “That the term securities as found in section 
20a of the Interstate Commerce Act be henceforth interpreted as 
including, among other things, *** advances.” 

344 l.C.C. 1 14, 146. This order has never become effective, having 
been stayed on September 18, 1973, pending disposition of a 
substantial number of petitions for reconsideration. We madę the 
following reference to advances to our 1973 report: 

Another typc of transaction thus far not subjected to our “securities" jurisdiction is 
the adsance between a carrier and another member of the same corporate famiiy. 
fhese adsancesn whether to or from affiliate or subsidiary companies. are effectuatcd 
through transfers of cash or property (which have included securities of noncarrier 
corporations). and are generally evidenced only by an accounting entry, but may be 
evidenced by a notę or other writing. 344 I CC. 114, ||9. 

We believe it is elear from the foregoing quotation from our 
decisions and the decisions themselves that, during the period when 
the advances in question were outstanding, 1929-1959, the 
Commission had consistently interpreted section 20a as not being 
applicable to advances. In fact, applicability of section 20a to the 
sinking fund arrangements was raised by REA with the Com- 
mission’s Director of Finance fn connection with the 1938 financing, 
and the Director advised REA that authorization under section 20a 
was not required. While we currently have pending a proceeding 
which may subject advances to the requirements of section 20a, any 
possible requirement to this effect would not be retroactive. 

While advances, as such, may not come within the purview of 
section 20a it may be contended, as REA does, that certain of the 
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writings madę in connection with the advances had sufficient 
attributes of a security to constitute such writing an “evidence of 
indebtedness" as referred to in the Act. First, it must be recognized 
that even rudimentary accounting would reąuire written notation to 
be madę of any advance, as we pointed out in the last quotation 
above. As a matter of business practice, some evidence of the 
existence and amount of advances has ordinarily been recorded and 
madę known to the other party. We have not in the past attempted 
to bring advances within 20a on the basis of such documentation of 
the obligation. Secondly, in order to come within the reąuirements 
of section 20a during the period the Non-Negotiable Debt was 
outstanding, the relevant writings would have to be “stocks, bonds, 
notes, (or) instrument that read like notes ***,” as stated in our 
1972 report above. Our attitude during the revelant period is 
exempliFied by the following quotation from our 1939 decision in 
Lehigh Valley R. Co. Conditional Sale Contract, 

**• It may be admitted that a contract of sale which contains provisions for payment 
is in a board sense of the term. an evidence of indebtedness. So. also. is a check or 
memorandum invoice accepted by a carrier, but it will hardly be contended that the 
evidences of indebtedness last mentioned are securities within the meaning of section 
20a(2). 233 I C C. 359. 365-6. 

We also stated in the Lehigh Valley report that, “the provisions 
(of section 20a) were intended to apply to instruments negotiable or 
quasi-negotiable in character ***.” 233 I-C.C. 359, 365. While we 
may be inclined to take a somewhat different view today, “sińce 
there have been major changes the type of Financing methods 
utilized by carriers sińce the passage of section 20a ***." 340 l.C.C. 
817, 818 (1972), we feel that the standards of Lehigh Valley are 
applicable to the advances and the Non-Negotiable Debt. Among 
the instruments cited by REA as constituting a “security,” sucn as 
Mr. Lutz’s letters, the accounting entries, the monthly "advices." 
and the statements or vouchcrs, nonę has sufficient attributes of a 
security to constitute an “evidence of indebtedness" within the 
meaning of section 20a of the Act. Furthermore, most, if not all of 
these writings, would ordinarily arise in connection with advances, a 
Financing device considered to be beyond the reach of section 20a at 
the time the Non-Negotiable Debt was outstanding. 

We are unable to share REA’s assumption that a sinister motive 
was responsible for the railroads' expressed desire to structure the 
advances and the Non-Negotiable Debt in such a manner as to avoid 
the need for an application under section 20a. As long as unlawful 
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acts are not being committed, it is a legitimate business purpose to 
arrange one s affairs to minimize regulation. We are equally 
unsympathetic to REA’s speculation that the railroads’ wish to avoid 
filing under section 20a arose from a fear of denial by the 
Commission. REA asks in its brief. “Would the Commission approve 
a scheme which could not be repaid under the circumstances then 
existing? In fact, such a “scheme" was “approved," at least 
inferentially, when authorization was granted for the issuance of the 
1938 notes with a sinking fund financed by advances which could 
not be repaid under the circumstances then existing. 

II. The Antitrust Issues 

As was stated above under “The REA Lawsuit," our initial 
concern with the REA litigation related soleiy to the naturę of the 
Non-Negotiable Debt. However, during the course of the courfs 
consideration of our reąuest to stay its proceeding, we offered to 
ex p| ore the effect of our orders on the antitrust questions raised in 
the REA lawsuit. The 3-judge dist.ict court agreed to a stay. “on the 
assumption that (the Commission) will entertain all the proposals 
outlined in its memorandum ***.” These included “whether as 
stated in (the Commission’s) memorandum of November 17, 1972, 
the 1959 order, or indeed prior orders, did exempt the 1959 notes 
and the non-negotiable debt from the requirements of the antitrust 
laws and, morę specifically, whether the notes were approved in 
furtherance of a section 5 transaction approved by the 
Commission.’ ” 


4. D,d the 1959 order or prior orders exemp. the 1959 noles or the non-negotiable 
debt from the requirements of the antitrust laws? 

5. Are there findings ,hat should now be madę by ,h,s Commission that would 
retroac..vely exemp, the ra.lroads from the requ.rements of tht antttnist laws’ 


The antitrust issues with which we are concerned arise from the 
allegation by REA that section 10 of the Clayton Antitrust Act was 
viouted through the creation and repayment of the Non-Negotiable 
Debt and the issuance of the 1959 notes without competitive 
bidding. (In an amended complaint, REA was alleged other 
violations of the antitrust laws, including conspiracy and price-fixing 
m contraventiojuof the Sherman Antitrust Act. However, or.ly the 
Clayton Act allegations were considered by Judge Metzner in his 
opinion and we believe no useful purpose would be served bv our 

covering a broader rangę of issues.) Section 10 requires competitive 
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bidding when a common ca<rier has “any dealings in securities, 
supplies or other articles of commerce" with another Corporation 
which has one or morę directors in common with the carrier. There 
were a number of directors serving both REA and a railroad during 
this period. The railroads defense to these antitrust charges rests 
initially on section 5(11) of the Interstate Commerce Act which 
contains an exemption from the antitrust laws for certain actions 
performed in connection with a transaction approved by the 
Commission under section 5. Specifically, section 5(11) States, in 
part: 


*** any carriers or other corporations. and employees and any other persons, 
participating in a transaction approved or authorizcd under the provtsiors of this 
section shall be and they are hereby relieved from the operation of the antitrust laws 
and of all other restraints, limitations. and prohibitions of law, Federal. State, or 
municipal. insofar as may be necessary to enable them to carry mto effect the 
transaction so approved or proposed by the Commission 

The Commission’s power under section 5(1 1) to confer exemption 
from the operation of the Clayton Act by its approval of transactions 
under section 5 has been confirmed by the United States Supreme 
Court. See Minneapolis & St. Louis Rv. v. United States. 361 U.S 
173 (1959). /J**' ~ c a— . 

The railroads reliance on section 5(11) is based on Commission 
approval of the railroads’ establishment and operation of REA 
pursuant to sections 5(1) and 5(2) of the Act. The Commission 
initially approved the railroads’ ownership and control of REA 
under section 5(2) in 1929 and approved or examined under section 
5(1) the standard express operating agreements between REA and 
the railroads in 1929, 1938. 1950, 1951, 1953, and 1959. The 
railroads contend that these actions by the Commission under 
section 5 operate to “relieve (them) from the operation of the 
antitrust laws. ’ The railroads also contend that the regulatory 
authority of the Commission over REA and the railroads is so 
comprehensive and pervasive,” and such authority having been 
exercised with respect to a relationship," that the antitrust laws 
may be preempted from application to that relationship. They cite 
Hughes Tool Co. v. Trans World Airlines. 409 U.S. 363 (1973), for 
the proposition that “close regulatory supervision under a broad 
statutory mandate serves to displace the antitrust laws." 




na i r r 






RAILWAY EXPRESS AGENCY, INC., NOTES 


\ J 




A. The 1959 Notes 

The 3-judge district court described its conception of the 
Commission's intention in this reopening as one of considering 
whether our orders liad the effect of exempting the 1959 notes or 
the Non-Negotiable Debt from the antitrust laws, "and, morę 
specifically, ‘whether the notes were approved in furtherance of a 
section 5 transaction approved by the Commission.’ ” The court 
thus emphasizes the question of the status under the antitrust laws of 
the 1959 notes, as opposed to the Non-Negotiable Debt. We also 
feel that the status of the 1959 notes is morę appropriate for our 
consideration and will treat this question first. 

To summarize again the re!evant background of the 1959 notes, an 
application was filed by REA and the railroads on July 23, 1959, for 
approval of the pooling of traffic and earnings under section 5(1) of 
the Act. On August 18, 1959, a hearing was held on the application. 
On September I, 1959, a second application, under section 20a of 
the Act, was filed for authority to issue the 1959 notes to evidence 
the Non-Negotiable Debt. The pooling application under section 
5(1) was approved on September 21, 1959, and the securities 
application under section 20a was approved on September 25, 1959. 

In ii is opinion in the REA Lawsuit, Judge Metzner succinctly sets 
forth REA’s contentions, the law and his conclusions on this point: 

The order of September 25, 1959, approving the notes ••• expressly authorized REA 
to issue notes to its 66 creditor railroads in exchange for the Non-Negotiable Debt and 
held that this was "necessary and appropriate for and conststent with the proper 
performance by it of servtce to the public as a common carrier •**.” This is clearly a 
ruling by the Commiss.on that the 1959 notes could be issued to spectfied compantes 
wtthout competitive bidding and that issuance of the notes was necessary to the joint 
venture approved initially in 1929 

REA argues that the 1959 order cannot be interpreted as granting an antitrust 
exemption for the notes because the order was issued pursuant to §20a. under which 
the Commission had no authority to grant such an exemption. li is true that §20a does 
not confer power to grant immunity from the antt-trust laws. Denver i Rio Grandę 
Western Railroad Co, v. United States. 387 U.S. 485, 496-497, 87 S. Ct. 1754, 18 L. 
Ed. 2d 905 (1967). However, when securities are issued in conjunction with actmty 
which has been appro^ed under §5 of the Act and the ICC specifically finds the 
issuance necessary to carry out the approved actmty, the issuance will share the 
latters immuntzation. Denver i Rio Grandę Western Railroad Co. v. United States, 
supra at 497, 87 S. Ct. 1754; Minneapolis <t St. Louis Railway Co. v United States 
supra *•*. 343 F. Supp. 851, 859. 

We agree with Judge Metzner’s conclusion that our two 1959 
orders operated to confer on the 1959 notes the exemption from the 
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antitrust laws provided by section 5(1 1). Judge Metzner was not, of 
course, passing on the correctness of our action, but the legał effect 
of our orders. After reconsideration of our 1959 orders and their 
antitrust effect on the 1959 notes, we are satisfied that the orders 
were correctly issued. We have no difficulty in concluding that “the 
notes were approved in furtherance of a section 5 transaction 
approved by the Commission," to quote the ąuestion of the 3-judge 
district court. REA’s challenge to this conclusion is essentailly 
based on the fact that the order approving the section 5 transaction 
did not refer to the notes, nor did the order authorizing the notes 
refer to the section 5 transaction. However, both applications were 
before this Commission for our consideration at the same time and 
the orders were issued within four days of each other. It is not 
conceivable that each application would have been treated in 
isolation from the other. This is particularly evident when we 
consider that a central purpose of the far-reaching 1959 changes in 
the REA-railroad arrangemei.ts was to pave the way for REA to 
bccome independent of the railroads and a necessary step toward 
this goal was the formalizing of REA’s financial commitments. Any 
doubts we might have as to (1) the connection between the section 5 
transaction and the notes, and (2) our consideration of this 
connection, are resolsed by the testimony of the president of REA 
at the Commission hearing on August 18, 1959, which is quoted 
above. In describing the plan for continued operation of REA, he 
testified that included within this plan was the issuance of notes to 
evidence the Non-Negotiable Debt. He stated that the application 
for authority to issue these notes would be filed “in two or three 
days." Based on the foregoing, we conclude/!that our order of 
September 21, 1959, approving a transaction under section 5, 
exempted the 1959 notes from the requirements of the antitrust 
laws. >Our conclusion on this question is not altered by REA's 
numerous allegations of misrepresentations and omissions in the 
application which we find to be without any substantial basis. 

B. The Non-Negotiable Debt 

Before discussing the Non-Negotiable Debt, we will briefly refer 
to the question in our order reopening this proceeding which asked 
whether we should make findings retroactively exempting the 
railroads from the antitrust laws. For varying reasons discussed 
below, the parties contend we cannot (or need not) make such 
findings. We believe we should not, for reasons also discussed 
below. 
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The remaining qucstion to be considered is the status under the 
antitrust laws of the Non-Negotiable Debt. i e.. did our 1959 order 
ot prior orders e\empt the Non-Negotiable Debt from the 
requirements of the antitrust laws' It appears unlikely that either 
1^59 order could confcr any antitrust immunity on the Non- 
Negotiable Debt sińce that debt was cxtinguished through the 
issuance ot the 19y9 notes. Aecordingly. any e\emption would arise 
from our carlier orders. with the 1929 order under section 5(2) the 
nii'st likely candidate. Thus. our 1959 orders are not dircctly 
involved in this question. For this reason. and for scvcral others 
enumerated below, we are not rcaching any conclusions lic rem with 
respect to the status under the antitrust laws of the Non-Nejtotiable 
Debt. 

In sum mary, our rcasons for not wishing to add our vicws to the 
others expressed on this ąuestion are as follows; (1) initially, the 
sole purpose of our rcopening this procecding and rcqucsting a stay 
of the court procecding was to determine whether, because of the 
“debt-equity" question. our order of September 25. 1959. “was 
correctly or appropriately issued." and the antitrust issues appear to 
have becn inserted almost as an afterthought; (2) the 3-judge district 
court has expressed strong rcscrvations as to our power take any 
meaningful action in this arca; and (3) the parties involved. the 
railroads and REA, both declare that the proper forum for the 
resolution of antitrust issues is in the courts. 

In the presentation of the Office of General Counsel to the 
Commission and our initial request for a stay of the court 
proceedings. the sole question involvcd was the wisdom of our 
September 25, 1959. order approving the issuance of notes by REA. 
The wisdom of that order was challcngcd on the basis of the possiblc 
lack of consideration for the notes. We have concluded that there 
was adequate consideration for the 1959 notes, that the Non- 
Negotiable Debt constitutcd debt and not equity, and, therefore, 
that the September 25, 1959, order was "correctly" and 

appropriately issued. In our rcvicw of the antitrust ramifications 
of our September 25, 1959, order, we again found no reason changę 
<>r rectify our order. We did reach certain conclusions as the the 
-ntitrust aspects of our orders respecting the 1959 notes, and our 
reluctance to similarly rulc on the Non-Negotiable Debt may appear 
inconsistent. Howcver. we are committcd to the 3-iudge district 
court to comment specifically on the antitrust aspects of the 1959 
notes, which were, of course, issued pursuant to the critical 
September 25, 1959, order. Naturally, we have honored this 
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commitmcnt A central purposc of our p.uticipation heretn is to 
a>sist the court m its rcsolution ot' tlić RFA l awsuit Wf do not 
bcliesc that our lulmg on tlić status of tlić Non Ncgotiablc Pcbt 
under the antitiust !.»v% will assist the court. bul m.n. iii t.ict. i.usc 
additional issucs to complicatc further and dclay tlić RFA l awsuit 
Ti* assist tlic court in m.iktng its rcsolution of the status uiulcr the 
.uititrust law of the Non Ncgotiablc Pcbt. we h.nc attcmptcd to lay 
the foundation for such a rcsolution by sctting forth the relcsant 
facts. sonie of wlnch .ue discusscd below 

We aic also influeneed m nut dccision not to tulę on the status 
uiulet the antitrust laws of the Non Ncgotiablc Pcbt b\ the 
resersations espressed by the J judge distnct court in its 
memorandum 

The drfrrwtani railtiswH -nut. in rrupect in the Mic^cMinn toiweimttg iniumii 
immuniO, the l’mtfd States contcnd ihat the 1'ommission is *ithout |v«rt to 
rcconsulcf. clatifs. icsisr »>c \upp!cmcnt its *'u1crs aftet to mam \cats N\ c ajjr cc ihat 
ns tijjht to Jo *o is b\ no means plam SeePasis, Administratur l a* Tiranie 11 9 09 
11^'S ed Supp I Ho*c\er. *c \ce no teason to pass on the ('omimttion t 

po*er» until *e kno*. as neithei nor it no* can kno*. nameh. *hat u desuet to 
do li shouid be elear that in ailo*mg th»v *e air mak mg no drcmon on *hat the 
Commtiftion mas la*fulK do 

Fhe scction of the Pinu treatise cited by the court discusscs the 
lunitations that the doctrtnc of rrs ju.iic.ito may tmposc on the 
pow-cr of an adimnistrative agcticy to reopen and rcconsider its 
dcctsion. Whilc it is elear that past errois ma\ be corrected. the 
Commisston has been presented from rccersing a prior decision 
solcly for the purposc of applyinga new poltcy ictroactivcl\ l’pjohn 
Co. v. Fennsylrunu R Co.. 'SI F 2d 4 (Mli C'ir l*Jf»7), cited in the 
W70 Supplcment of Pinu at p. f>20 

In vicw of the broad sweep of scction of the Act. which 
providcs that the Commisston "may from timc to tinic. fot good 
causc shown. make such orders. supplemental to any order madę 
under paragraph (I). (2). or (7), as u may dcem nccessary and 
appropriatc," we qurstion tlić objections to our power to tmulify out 
prior orders. including the 1^2^ order under scction 5(11 and S(2V 
Himcver. we bclieve we shciuld avotd the tnscrlion in thts 
procccding of addtitonal issucs unlcss a elear nced is shown. Such a 
need is not apparent to us. 

Whilc the court mcrcly qucstions the priortty of our csplortng of 
the antitrust questions surroundtng the Non Ncgotiablc Pcbt. the 
parties arc firm (and united) in thcir bcltcf that we should avotd 
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taking any formal action in this area. REA States in its brief, at p. 
134: 

As a practica! matier, only ihe dislrici court can decide the antiirusl issues herein. 
Only il is equipped to make a proper determination of whether REA's antitrust claims 
have merit, the eatent of damages, if any, and whzher such claims survivc REA's 
change in ownership. The seriousncss of its financial plight requires that REA 
reiterate its request that the court be permitted to make these determinations without 
further ado. 

REA is also understandably opposed to our taking any action to 
retroactively exempt the railroads from the antitrust laws. 

As indicated above, even the railroads do not believe we have the 
authority to confer retroactive antitrust immunity upon them. Of 
course, they maintain they do not need it. In support of their 
argument that it is not appropriate for us to declare that our orders 
exempted the Non-Negotiablc Debt from the antitrust laws, the 
railroads include a ąuotation from our decision in Chicago, St. P., 
M. <& O. Ry. Co. Lease, 295 l.C.C. 696 (1958), which comes quite 
close to expressing our position on the question at hand. We then 
said that we found nothing in section 5: 


*** w hich aulhorizes us lo deiermine and declare ihe particular laws within ihe scope 
of paragraph (I I) from which a carrier shall be relieved. The lerms of this paragraph 
are self-execu(ing, and there is no need for this Commission eapressly to order or 
declare that a carrier be relieved from cerlain restrainis. Il is sufficient if we make 
elear what ihe carrier is authorized lo do. ••• 295 l.C.C. 696, 702. 

The railroads go on to State, “Similarly, we believe that the scope 
of the antitrust immunity afforded by 5(11) is for the courts.” 

While we might question the foregoing blanket assertion if applied 
to another case, we do not quarrel with the railroads’ other 
contention that “the question whether extensive regulation and 
power to regulate has effected a preemption of the antitrust laws is 
one for ultimate determination by the court.” As stated earlier in 
this section, the railroad rely on the Supremę Coun’s 1973 decision 
in the Hughes Tool case as authority for the proposition that our 
regulation of the relationship between the railroads and REA was so 
pervasive as to preempt the operation of the antitrust laws as 
applied to the challenged transactions. We are sympathetic to this 
reasoning as applied herein, but do not believe that it would be 
appropriate for us to make the determination that the Hughes Tool 
case is governing. 
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Another recent Supreme Court decision would appear to favor 
thc railroads in thc ultimate disposition of this matter. In 3 
procceding with certain similaritics to the instant one, Bangor Punta 
Operations, Inc. v. Bangor and Aroostock Railroad Company, 417 
U.S. 703 (1974), the purchaser at a fair price of morę than 99% of 
the outstanding shares of Bangoc and Aroostock Railroad Company 
was barred from a windfall recovery from the former owners for 
alleged acts of corporate mismanagement occuring long before the 
purchase. We believe tlat the determination whether the Bagor 
Punta case bars recovery even if the antitrust laws were violated 
should be madę in the forum which decides the extent of recovery, 
i.e., the courts. 

While the railroads seek to discourage us from making any 
“rctroactive" finding on antitrust immunity, they feel differently 
about a Commission “restatement or clarification” of our prior 
conduct in connection with the subject transactions. In support of 
this suggestion, they refer to our action in 1950-51 when we 
reopened and gave further consideration to the proceeding 
involving the uniform operating agreements between REA and the 
railroads following a court challenge by the United States on 
antitrust grounds. See United States v. Railway Express Agency, 
Inc., 101 F. Supp. 1008 (D. Del. 1951); Express Contract, 1929, 275 
I CC. 739 (1951). The United States had challenged the provision 
of the operating agreements appointing REA the exclusive agent of 
each raił carrier for the conduct of express transportation business 
on its linę during the term of the agreement. Upon application by 
REA, we reopened the proceeding and. after due consideration, 
found that the exclusive agency provisions were “a necessary and 
essential ingredient” of the contract for pooling of traffic and 
service which we had approved pursuant to section 5(1) and that 
such pooling is in the interests of vetter service to the public and of 
economy in operation, and will not unduly restrain competition.” 
275 I.C.C. 739, 745. On the basis of this “express approval” by the 
Commission, the district court found the actions of REA to be 
"relieved from the operation of the anti-trust legislation," and 
dismissed the proceeding. 101 F. Supp. 1008, 1018. 

We agree that there is a substantial resemblance between our 
action in 1951 in re-examining thc 1929 agreements and the instant 
proceeding in which we have an opportunity to review the events of 
1929 to determine the status of the Non-Negotiable Debt under the 
antitrust laws. It is precisely this simiiarity that permits us to focus 
on the reasons why we are declining to make such a determination 
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with respect 10 thc Non-Negotiable Debt. While ihe questions 
presentcd in 1951 and today havc many parallels, ihe significant 
differences are two-fold. The exclusivc agency provision had clearly 
been considered and “approved" by us in 1929, although such 
approval was not so clearly expressed, and, secondly, thc exclusive 
agency provision was patently “necessary" to the pooling provisions 
' approved under section 5(1) in 1929. Accordingly, the explicity 
siandards of section 5(11) for relief from the antitrust laws were 
met, and we were simply pointing this out morę forcefully in 1951. 

We are not presented with the same situation regarding the Non- 
Negotiable Debt. At the time of our section 5 order in 1929, the 
Non-Negotiable Debt could not be approved sińce the concept does 
not appear to have been then clearly formulated. At best, it was an 
alternative method for handling the sinking fund obligations, of 
which alternative we were aware. We specifically stated in our order 
that we were not passing on the sinking fund provisions. Therefore, 
there could be no “approval" of the Non-Negotiable Debt in 1929, 
nor could the Non-Negotiable Debt be said to be “necessary" for our 
approval of the pooling provisions. Thus, the literał terms of section 
5(11) are not satisfied, as in the case of the 1951 proceeding. 

In light of the forcgoing, it may be contended that our duty lies in 
finding that section 5(11) provides no protection for the Non- 
Negotiable Debt. However, we arr not convinced that the relief 
from thc operation of the antitrust laws provided by section 5(11) 
may not be available to the railroads in connection with the Non- 
Negotiable Debt. REA’s antitrust contentions are essentially that 
the railroad stockholders did not use competitive bidding in their 
debt transactions with REA, and were obliged to deal independently 
and competivively with one another in determining the price of 
their credit to REA. The railroads make a persuasive argument that 
our approval of the railroads’ control of REA under section 5(2), 
which established REA as, in effect, an agency or instrumentalny of 
the railroads with interlocking directors, with no terms or 
conditions imposed by us on the railroads’ exercise of control of 
REA, and with our knowledge of the sinking fund, makes the "relief’ 
provisions of section 5(11) applicable to the Non-Negotiable Debt. 

In addition to the railroads’ argument based on our section 5(2) 
approval in 1929, we find of assistance the concurring op nion of 
Judge Fricndly in Klinger v. Baltimore A. Ohio Railroad Co., 432 F. 
2d 506 (2 Cir. 1970). When we consider the application of section 
10 of the Clayton Antitrust Act to the Non-Negotiable Debt in 1929, 
we find his observation in the Klinger case apposite: “Congress 
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meant to reąuire competitive b-dding when that would serve a uscful 
purpose, not to demand a mcre formalny.” 432 F 2d 506, 518. 
While we offer these observations on the merits of the antitrust 
status of the Non-Negotiable Debt, we are not prepared to make 
formal fmdings for the reasons we have set forth above. We would, 
of course, make such findings if we believed that our action would 
help, and not hinder, the district court in concluding ils proceeding. 
the REA Lawsuit. Similarly, we would be pleased to make such 
findings if the district court were to specifically so direct us. 
However, we read its memorandum staying the court proceeding as a 
reluctant »cquiescence in our request, permitting us to make such 
determinations as we wish, rather than any direction to resolve the 
issues of the REA Lawsuit. 

We have reviewed all evidence and arguments not mentioned in 
this report and find much of it beyond the scope of this recpening. 
particularly the matter relating to post-1959 events, and the 
remainder not sufficiently materiał to be discussed herein. 

We conclude that our September 25, 1959, order was correctly 
and appropriately issued. In light of our discussion above, we 
believe that no further findings or conclusions are app r opriate or 
neccssary. 

APPENDU A 


\ - 




ORDER 

A. a Session of ihe INTERSTATE COMMERCE COMMISSION. Div.s,on 4. hrld at 
ns Office in Washington, DC., on ihe 23th day of Sepiember. A D 19^9 

Finance Docket No 20812 

RAILWAY EXPRESS AGENCY, INCORPORATED, NOTES 

It appeanng. That ihe Railway Espress Agency. Incorporaied. of New York. N Y , 
by an ap, licanon filed on Sepiember 1. 1939, applied for aulhorny under section 20a 
of ihe Interstate Commerce Act to issue 5-percent nonnegotiable promissory notes in 
the total principal amount ofJ27.637.053.80, and that no objection to the appiicanon 
has been offered; 

It further appeanng. That the applicanuis indebted in th- amount of S27.637.053 80 
to 66 of ils controlling railroad companies named in ,he appiicanon for funds 
advanced to it on open account to pay ihe principal amount due on the bonds and 
notes issued by it under authority granted in Securities and Acquisition of Contro! of 
Ry Exp. Agency, Inc.. Notes. 230 ICC. 478. decided December 20, 1938, 
respectively, and that this indetedness bears ir terest at the ratę of 4 percent per 
annum, 
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in6c^ raPP r ing \ ThaU <lfd£r ' P CVidence ,he above-de W ribed open-accoun, 
indebtedness, the appl.can, proposes .o issue .o the sa,d 66 railroad companies 

owe^folacl' n ° ,e$ ,r ' ,he '° Ial P^-cipal amoun, equa> ,o ,hc ałun, 

bcar T “ Sh °; n ' he a PP |icali °"- da.ed Oc.ober I. 1959, will 

interes, on ,he unpaid pr.nc.pal amoum thereof a, ,he ra,e of 5 percrn, ner 

> , ę s-iannua", on A pr „ , and Oc.ober and wil, ł a a Me 
December 31, 1973; ,he noies w,|| have ihe benefi, of a sinking fund inJwhich 
applicantwill agree ,o pay on May I. 1965. and on May I of each year thereaf.er ,o 

payrnentofaM ?, ^ " e ‘ ' nCOme lo bc ,hal af.er provision for 

P all expenses and ,axes. and disiributions. if any, to carriers by railroad 

r n7sb n abOVe d £SCr ' bCd S ; nk ' ng fUnd - be pa ' d Pr ° »■•«-,» hol^rs noies 
and shall oc madę ,n a total sum of not less than J500.000; sa.d notesfw.il con.a.n a 

prov.s.on that no diy.dends will be declared or pa.d on aop.ican,? Cpiu.stoćk so 

• “i Lt 

Principal amount not exceeding S27.637 053 80 as afnr«,irfi i ■ t , , 

:'‘;zT, sr/r; ' or - d -«>■ .w p4,, t.„w **; 

aullorłd tłilsue' ,o 6 6 a "7 y A,e " Cy * , " c «PO™«d. be. and i, is hereby, 

rsrJssfJśf ” ~- 

for 7Z)Z" “ U ' d " P °" “» ~ - »«““«- - 

c--~ ;",v, a c'śr?:.:^ a p, ;r;r:„r a ,, " d " 2o -■* ■* 


(Seal) 

348 I.C.C. 


Harold D. McCoy. 

Secretary. 
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71 Civ. 4278 

UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 
.„ 


REA EXPRESS. INC.. 


Plaintiff, 


THE ALABAMA GREAT SOUTHERN RAILROAD 
COMPANY, ei al.. and THE UNITED STATES 
OF AMERICA, 


Defendants. 


--- X 

Before FRIENDLY, Chief Jude of the Second Circuit. KNAPP and GRIESA. 
District Judges. 


MEMORANDUM AND ORDER 


PER CURIAM: 

Since Courts III and VII of the second complaint contain allegations which can be 
reas as calling in question the validityof an order of the Interstate Commerce 
Commission, the motion of the Commission for leave to intervene as a party 
defendant and to appear with lilce efTect as if named as an origtnal party defendant is 
granted, 28 U S C. §2323, to the estent that the Commission may appear with like 
effect as the United States. 

The Commission has also moved, in !tne with a vote taken on August 10, 1972, to 
stay all further proceedings herein “pendtng the Commission's reconsideration of its 
order of September 25, 1959" in F.D. No. 20812, *ailway Eipress Agency. Inc., 
Notes. While this motion had been stricken fro.n the list of otions to be argued on 
December 19, the Commission appealed from that ruling of the single judge and 
argument was in fact heard. The Commission States, in a memorandum of September 
5, 1972 in support of its motion. that “loln reconsideration the Commission will 
entertain whatever facts and arguments the parties desire to bring to iu attention 
regarding the 1959 order.” We read this as meaning what it says, namely, that 
reconsideration will be given not only to the suggestion, advanced in the 
Commission's memorandum, that the non-negotiable debt perhaps “in fact 
represented but railroad equity in REA." which has aroused understandable concern 
on the part of the railroad defendants, but also whether, in the Commissions words. 
"the 1959 order was correctly or appropriately issued" on the contrary assumption 
and. in addition, whether as stated in iu emorandum of November 17, 1959 notes and 
the non-negotiable debt from the requirements of the antitrust laws" and, morę 
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specifically, "whether the notes were approved in furlherance of a section 5 
transaction approsed by the Commission." Our aclion on the Commission 1 * motion is 
predicated on the assumption that it will entertain all the proposals outlined in its 
memoranda and, mdeed. any others that may be appropriate. 

The defendant railroads and, in respect to the suggestion concerning antitrust 
immunity, the United States contend that the Commission is without power to 
reconsider, clarify, rev.se or supplement its ordcrs after so many years. We agree that 
its ngh, ,o do so is by no means plain. See Davis, Administrative Law Treatise § I 8 09 
09.8 ed. & 1970 Supp.). However. we see no reason to pass on the Commission 1 ! 
powers until we know, as neither we nor it now can know, namely. what it desires to 
do. Moreover. the parties seem to agree that. even if we should deny the Commission 1 ! 
motion for a stay. i. might very well proceed with a reconsideration. whether lawfully 
or unjawfully, ei.her while this action is pending (al.hough perhaps we could enioin 
that ,f we deemed that course to be proper), or after its conclusion. Economy of 
administraiive and judicial time will be fur.hered by altowi,,g the Commission to 
engage now ,n whatever reconsideration, clanfication, revision. or supplementation it 
considcrs to be proper and lawful. Soch action might also lead to further 
amendment of the pleadings, which may cast the problem of three-iudge court 
jur.sdict.on m a new l.ghL It should be elear that in allowing th.s, we are making no 
decision on what the Commission may lawfully do. 


ORDER 

At a General Session of the INTERSTATE COMMERCE COMMISSION. held at its 
office in Washington. D.C., on the 9th day of January 1973. 

FINANCE DOCKET NO 20SI2 
RAILWAY EAPRESS AGENCY. INC. NOTES 

lt appearing. That by order of September 25. 1959, as amended, this Commission 
authonzed the issuance of promissory notes by the Railway Express Agency Inc to a 
number of railroads in the amount of $27,637.053.70; the notes were to be issued in 
exchange for certa.n "non-negotiable dębi 11 on the express company 1 ! books in the 
same face amount; 

,l fur,her a PP'"'*V That on September 30. 1971, REA Espress. Inc.. as successor 
to the above named company, commenced an action in the United States District 
Court for the Southern District of New York entitled REA Eiprest. Inc. v. The 
Alabama Creat Southern Railroad Company, et at.. 71 Div. 4278, alleging that the 
ra.lroad compan.es. which hao umil 1968 or 1969 exerc.sed vot.ng control over REA 
inter alta. (|) V10 |.,ed sect.on 10 of the Clayton Act. such as for example in creat.ng 
the non-negotiable devt, (2) violated section 20a of the Interstate Commerce Act by 
caus.ng the issuance of a security by REA without approval of the Commission. and 
thereafter voided the 1959 notes under section 20aU.’) by terminaiing the standard 
operatmg agreement. (3) causcd the issuance of the 1959 notes which are void for lack 
of considerat.on, (4) voided the 1959 nctes by breaching an tmplied covenant to retain 
the standard operatmg agreement in force, (5) breached T.duciary obl.gations to REA, 
(6) engaged in price fixing in violation of section I of the Sherman Act, 15 U.S.C. I. 
and (7) violated section 10 of the Clayton Act by issuing >he 1959 notes without 
competitive biddinc 

348 I C C. 





/ 


75 


222 INTERSTATE COMMERCE COMMISSION REPORTS 


h furlher oppearing. That upon being adyised of the pci.dency of the aforesaid suit. 
the qu sti.-ni that had been raised concerning our authorization of REA in 1959 to 
issuc promissory notes lo its railroad parents and the course of events extndśng back 
to 1929 which had led to that authorization, and the decision of District Judge 
Metzner of Jun* 5, 1972 (343 F Supp. 851). we voted on August 10. 1972, to reopen 
the above-entitled proceeding for reconsideration, but to enter no order until the 
Court had been apprised of our vote and had been given an opportunity to entertain a 
motion to defer further proceedings; 

ll furlher oppearing. That on December 20. 1972. a Three-Judge District Court, 
composed of Cicuit Judge Friendly and District Judges Knapp and Griesa. enter an 
order granting motions madę by this Commission to intervene in the court proceeding 
and to stay further court proceedings on the merits of REA‘s complaint; 

It funher oppearing. That the District Courfs stay is conditioned upon our 
proceeding with espedition in view of the fact that the notes in issue maturę on 
December 31. 1973; and hence the stay will expire on May 1, 1973, unless by motion 
madę not later than April 13, 1973. the Commission shall show good cause for an 
extension; accordingly, 

ll u ordered. That this proceeding is hereby reopened for reconsideration, and such 
hcaring as the need therefor may appear, 

U IS further ordered. That REA Espress, Inc., and the .ailroads and their assignets 
listed in the appendi* hereto are hereby madę parties to this reopened proceeding; 

li is further ordered, That REA Express, Inc., and the parties set forth in the , 

appendix hereto, shall file with the Commission a yerified original and 15 copies of 
each of the affidayits bearing on the merits of REA's complaint. which they have 
already filed in the district court. on or before the expiration of 20 days from the entry 
of this order, ’ 

ll IS further ordered. That the parties to this reopened proceeding shall on or before 
the expiration of 30 days from the entry of this order file an original and I 5 copies of ' 

briefs, yerified statements of facts, and proposed findings and conclusions, relating to 
whatever matters the parties shall desire the Con.-nission to consider or decide in this 
reopened proceeding; the parties shall, without limiting the matters that may be 
raised. address themselves to the substance of the following issues and the 
Commission's authority in the matter 


1. Did the non-negotiable debt represent the build-up of railroad equity in REA by 
its railroad parents? 

2. Did REA's r*payment of that debt or interes! thereon represent a return of on 

equity Capital? t 

3. !f the answer to number I or 2 is "yes," what legał and practical consequences 

should flow from that ftnding? * 

4. Did the 1959 order or the non-negotiable debt from the requirements of the 
antitrust laws? 

5. Are there findings that should now be madę by this Commission that would 
retroactively cxempt the ratlroads from the requirements of the antitrust laws? 

ll is further ordered. That the parties hereto may on or before the expiration of 50 
days from the datę of this order file reply briefs. yerified statements of facts, and 
proposed findings and conclusions in response to the initial briefs and other papers 
filed herein; ' 
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It is further ordered, That any party requejting orał hearing slnll set ' rth with 
specirtcity in his initial or reply brief the rteed therefor and tlte e ule' t > be 
adduccd. 

And ii ii further ordered. Tbat copies of this order sltall be mailed to Rl . p ss. 
Inc.. to the parnes named in the appendn. to the gmernors of cach of ilu . .nttiguous 
States, and upon the Attorney General of the United States; and that a copy of this 
order be delivercd to the Director. Dibtsion of Federal Register, for publicatton in the 
Federal Register. 

By the Comnmston. 


(Seal) 


Robert L Oswald. 
Secretary. 


APPEND1X 

THE ALABAMA GREAT SOUTHERN RAiLROAD COMPANY 

THE ATCHISON, TOPEKA AND SANTA FE RAILWAY COMPANY 

THE BALTIMORE & OHIO RAILROAD COMPANY 

BANGOR & AROOSTOCK RAILRAOD COMPANY 

BOSTON & M.A1NE RAILROAD 

BURLINGTON NORTHERN. INC. 

CANADIAN NATIONAL RAILW AY CO 
CENTRAL OF GEORGIA RAILWAY COMPANY 
CENTRAL RAILROAD CO OF NEW JERSEY 
THE CHESAPEAKE & OHIO RAILWAY COMPANY 
CHICAGO & EASTERN ILLINOIS RAILWAY CO 

CHICAGO. MILWAUKEE. ST PAUL & PACIFIC RAILROAD COMPANY 
CHICAGO & NORTHWESTERN RAILWAY CO 
CHICAGO ROCK ISLAND AND PACIFIC R R CO 

THE C1NCINNATI. NEW ORŁEANS & TEXAS PACIFIC RAILWAY CO 

THE CLEVELAND. C1NCINNATI. CHICAGO & ST LOUIS RAILWAY 

CL1NCHFIELD RAILRCAD COMPANY 

THE COLORADO & SOUTHERN RAILWAY COMPANY 

THE DELAWARE & HUDSON RAILROAD COMPANY 

THE DENVER & RIO GRANDĘ WESTERN RAILROAD COMPANY 

ERIE LACKAWANNA RAILWAY CO 

FLORIDA EAST COAST RAILWAY CO 

FORT WORTH & DENVER RAILWAY COMPANY 

GULF MOBILE & OHIO RAILROAD COMPANY 

ILLINOIS CENTRAL RAILROAD CO 

THE KANSAS CITY SOUTHERN RAILWAY COMPANY 

LAKĘ SUPERIOR & ISHPEMING RAILRAOD COMPANY 

LEHIGH VALLEY RAILROAD CO 

LOUISVlLLE & NASHV!LLE RAILROAD COMPANY 

MA1NE CENTRAL RAILROAD COMPANY 

THE MICHIGAN CENTRAL RAILROAD COMPANY 

MISSOURI KANSAS-TEXAS RAILROAD COMPANY 

MISSOURI PACIFIC RAILROAD CO 

THE NEW YORK. NEW HAVEN AND HARTFORD RAILROAD COMPANY 
NORFOLK AND WESTERN RAILWAY COMPANY 
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PENN CENTRAL TRANSPORTATION CO 
READING COMPANY 

RICHMOND. FREDERICKSBURG A POTOMAC RAILROAD COMPANY 
ST LOCIS-SAN FRANCISCO RAILWAY CO 
ST LOUIS SOL'TH WESTERN RAILWAY COMPAN . 

ST LOUIS SOUTHW ESTERN RAILWAY COMPANY OF TE.YAS 

SEABOARD COAST LINĘ RAILROAD CO 

SOO LINĘ RAILROAD COMPANY 

SOUTHERN PACIFIC TRANSPORTATION COMPANY 

SOUTHERN RAILWAY COMPANY 

SPOKANE. PORTLAND A SEATTLE RAILWAY COMPANY 

THE TEXAS & PACIFIC RAILWAY CO 

UNION PACIFIC RAILROAD CO 

THE WESTERN RAILWAY OF ALABLAMA 

WESTERN MARYLAND RAILWAY CO 

BANKERS TRUST COMPANY (Pin A Co and Salkeld A Co ), as assignee of Mamę 
Ceniral Railroad Company and ihe New York. Susąuehanna Wesiern Railroad 
Company 

PENNSYLVANIA COAL CO., as assignee of Delaware Lackawanna and Wesiern 
Railroad Company and Erie Railroad Company 
UNITED STATES OF AMERICA, as assignee of the Ceniral Railroad Co. of New 
Jersey 





ORDER 


< 


At a General Session of the INTERSTATE COMMERCE 
COMMISSION, heId at its office in Washington, D.C., on th; 
28 1 h day of July 1975. 


Finance Docket No. 20812 
RAILWAY EXPRESS AGENCY, INC., NOTES 

It appearing, That, by order of January 9, 1973, the Commission 
reopened this proceeding for reconsideration, and such hearing as 
the need therefor iray appear, and 

It further appearing, That the Commission, on the datę hereof, has 
madę and set forth its report in this proceeding setting forth its 
conclusions and findings and its reasons therefor, which report is 
hereby referred to and madę a part hereof: 

It is ordered, That the January 9, 1973 order of the Commission in 
this proceeding be, and it is hereby, vacated, and that these 
proceedings be, and they are hereby, discontinued. 

And it is further ordered. That this order shall become effective 
35 days from the datę this order is served. 

By the Commission. 


ROBERT L. OSWALD, 


(SEAL) 


Secretary. 
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order FE6 24 1976 

Al a Gcnert.i ScbSi r ,/ tt;e INTERSTATE COMMEHCE COMMISSION, hcfil 

a>. i cm offico in Washington, D.C., on the llth day of day of Fcbruary, 1976. 

• • « 

Financc Dockct No. 20RI2 
RAILWAY EXn<ESS ACENCY, INC.. NOTES 

Upon consiricrtition of che record in tlić aN>vc-cniiilcil proccedmg, 
inciuding the report and order of the Comr.iissioi!. scrved August 29. 1975, 
yficaune 1 ihe order of January 9. 1973 reoponuig ilns proceeding of the pciitions 
filet! Sspremćer 29, 1975. hy REA Exprcss. Inc. for reconsideration, further 
hearing and orał argument and of the reply lliereto hy certain railroad parties. 
filed Ocloher 20. 1975; and 

1‘. ap peanng That REA Express. Inc. (REA) atlcges, amor.g other thirgs. 

(1) ti ar tlie nor. -negonable dębi or artvances crcatcd betwocn cerrain railroads 
and KEA was improper because it was nor provided for u ,d r the terms of 
tlie pooling agreemenf and was a security requiring Cłom. ■ sion nuthorizahon 
ui.der Section 20a of the Imcrstate C.ommerce Act (2) that the promissory notes 
authorized in this proceeding hy order of Septeinbor 25.1959 (bereinafter the 1959 
Notes) were improperly approved because the non-negotiable debr dtd not supply 
aibqua*e consideiation. and soch notes and the attendant Application did not 
ftilfill the requirements of Secnon 20a' (3) that the issuance of the 1959 Notes 
was nor in lurherance of the revision of the pooling agreement aurhorized bv 
order of Septcmbcr 21. 1959 and was not imnunizcd i rotr tlie effeut of the 
a^titrust laws by Secnon 5(11) of the Act because of such autliorization: and 
(4) tiiat certain imsstateinents. comments and cvidvnce in rhis proceeding ar.d 
the Commission':,' report and order on further cor.sidera'ior.. served August 29 
1975, have preiudiced REA’s case and require addinonal evidenuary proceedinas 
or ora! argument; 

It further appearing. Tliat the non-negotiable debt, nltliough not spectficaily 
authorized by the Commission's rejiort and order of February 11. 1929. Securuies 
and Acguisinon of Control of Ry. Exp. Agenc y. 150 l.C.C. 423. approving!thc 
pooling agTecmctu, was widiin the perrmssible bounds of the Commission autbor- 
ization. that the Commission was fully infortned that the outstandmg bonded 
indebtedness might be retired in a manner other tiia.n that prov:d?d for in the 
pooling agTeemer.t, and that the character of the non-negotiabie debt or advarces 
was not such as to be a security within the meanmg of Sectton 20a at the limę of 
its creation; 

It further app .earing. That the application for liie issuance of the (959 
Notes disetosed all facts insofar as tliey were materiał to such autlionzaiien, 
that on rhe basis of this record. the issuance ot sucn notes was for a lawful 
object within REA’s corporate purpose. and conuiatible with tlie publ.c interes;, 
which is necessary or appropriate for or consistent willi the proper performance 
by REA service to the public as a common carrter. and which Would not impuir 
REA's abiliry to perform that service. and was reasonably necessary ar.d 
appropriate for such purpose; and tliat, as the non-negotiable debt was a valid 
debt, adequate consideration existcd for such notes; 
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It fur ther appoa ring, That. as the 1959 Notes w ero prontrly autiiarincd 
piusuant to Scctioii 2t)a, that approral and the Commissions' approval in 
Exn ress C o mrac t, 1959, .108 I.C.C. 545 operated tu confcr on the 1959 Notes 
the exeinpUon lrom the antitrust ławr. providod bv Soction 5(11) hecause tlte notes 
were approvcd tn furthorance of a Scction 5 transaction approvud by the Com- 
mission, see Minneapoits Ł St. Lotus Rv. v. United States, 3ol U.S. 173, 

190-191 (1959); and ~ 


appe a rint;. Tltat REA's allegations that tite Contmission 
misstated KEA's positton on the dcbt/equiiy qucstion, that dis irttproper 
intioduction of expert testimony by certain railro.td parties deprived REA 
of a right to rebutt.il, that the offictal norice of certain Comtnission ratę 
casos was intproper because no opportur.iry was givcn to rebur the findings 
łn Lhose cascs and rhat Ihc National Transportation Policy requires the voiding 
of these notes are allegations not supported by law or the evidence of record;" 

It further appeartin;, That said petition for reconsideration sets forth 
no materiał facts or argutnents in addttion to those prcviottsly considered in 
th:s proccedtng: that the eonelusions jnd findings in the report and order of 
,:U KU“ l 29 ‘ 1Q ~ 5 ar0 adequately supported by the evidence of record: that 
therehus been presented no errors of fact or law with-respect to the matters 
compb.ined of by REA Express, Inc. aml that no snowing has been madę 
warranting reconsideration of said order; ano 


h_further_ao£oa_rjji£, That in light of Ute above, no good cause has been 
snown why further he.arings or orał argument are necessary; 

— IS . orricrcd 1 Hiat the pennons for reconsideration, further hearing 
and orał argument be, and they are, litreby denied, and 

It is further ordc-red, That the order entered July 28, 1975,shall be 
ef.ectwe 40 days from the datę this order is served. 


By the Cotnmission. 


(SEAL) 


ROBERT L. OSWALD 
Secretary 


V 


NOTĘ: This is not a major Tederal action significantly affectmg the rjuality 
of the hunian envtronment, within the meatung of the National Environnter.tal 
Tolicy Act of 1969. 


! 
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[An ider.tical petiticn to the foregcing 
was filed on April 8, 1976 in the United 
States Court of Appeals for the Second 
Circuit.1 

[Page references in lower right hsnd 
comer are to pages in the Ccmmission 
Index to the F.ecord, filed in this Ccurt 
on May 6, 1976._ 
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No.'20812 
REA Exhibit 

Introductory Comments 

Prese.ntation of Orał Report on Termination Plan 
RAILWAY EXPRESS AGENCY 
Board Meeting 
April 15, 1959 

. On February 16 we were retained to develop a plan of termi¬ 
nation of operations for Railway Express Agency in accordance with 
the provisions of the standard operating agreement. We have done 
this and we are prepared to present this to you in outline form today. 

We were also asked (1) to recommend any immediate steps 
that could be taken to effect cost reduction and (2) to examine the 
possibility that some segments of the business might be sold as going 
enterprises instead of being licjuidated in accordance with the strict 
provisions of the operating agreement. Eoth of these have been done. 

We updated our knowledge of the Agency by means of an intensive 
study of its operating practices under today's conditions. We inter- 
viewed many of its headquarters personnel and visited a number of its 
outlying operations. We worked closely and met freąucntly with the 
Liaison Committee of the Board which was appointed for that purpose. 
They have been very helpful. Fuli ccoperation has been forthcoming. 
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Any plan for terminating a business has distressing implications, 
particularly when an activity of this magnitude is concerned; one which 
employs over 36, 000 people and for whose services the public pays 
something over $300, 000, 000 a year. 


We would not have carried out our professional cbligations as 
management consultants to the owners of the Agency had we not, in the 
course of our work, given consideration to the obstacles that stand in 
the way of the Agency's successful operation as a going business. Our 
attention was drawn to many of these by the scrutiny of cost reduction 
opportunities and of the obstacles that lay in the way of achieving these 
economies. 


You are probably aware that we have identified economy measures 
that would reduce operating costs about $22,000,000 annually without 
changing the basie method of operation and without significantly affecting 
the service rendered by the Agency. In comparision, and leaving aside 
arguments about the basis for its calculation, the alleged gap between 
privilege payments and railroad operating costs for providing line-haul 
services for express is of the order of $60,000,000. It seems reasonable 
to suppose - *that the narrowing or even elimination of this gap is not 
impossible, provided, and the study has shown this to be extremely 
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important, that the normal businessmani operating instincts are 

permitted to govern the management decisions madę by the Agency's 
management. 


On the other hand, v/e have staring us in the face the distinct 

possibility, if not probability, that contingent termination expenses. 

•possały as high as $700 or $800 million. face not only the stockholders 

but also the participating railroads in the event of termination. Because 

of this, and without the least desire to be humorous, the affairs of the 

Agency can be said to be in such shape that it is not in a proper position 
to die. 


As we present the termination plan, we beliere it will be hel >ful 
tor you to ha-. , in your minds a brief objectiwe appraisal of the conditions 
which we thin, nawę contributed to the Agency and its stockholders finding 
% them selves in such an uncomfortable position. 


Strangely, or perhaps not so strangely. the steps needed to put ~ 
the Agency in a proper position to die appear in many instances to be the 
same reąuired to givc it a chance to live on a profit-making basis. 

It is undoubtedly somewhat presumptuous of us to offer the obser- 
vations which folio w. particularly in view of the fact that we are keenly 
aware that such an appraisal was not the objective which you assigned 
to us. Howcver, with this in mind we present thcm anyway foc what we 
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hope will be your most thoughtful and urgent considerations. There is 
a lot at stake. 


First, we have observed that the Agency, in its current form, 
lacks the principai motivations reąuired for successful operation of a 
profit-making business. 


Since the Agency distributes what is left after expenses 
to the railroads, it in effect makes no profit--there is 
little economic incentive felt by the management for the 
Agency to reduce cost or conduct operations at their 
maximum efficiency. This is not to say that many con- 
structive efforts have not been madę, but the all-powerful 
fear of loss is not there. 


The management of the Agency lacks direction from a 
Board whose over-r:'ding objective is to operate the 
Agency effectively and profitably. The Board, as it is 
currently constituted, is composed of representatives 
of the railroads, whose natural and primary interest 
tends to be the protection of the welfare of the railroads 
and not the protection of the interests of the Agency. 
This is aggravated by the fact that the railroads in the 
diffcrent rcgions ha^e legitimately different problems 
and different interests. 
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(3) The enforcement of historical precedents for division 

of revenues, ratę patterr.s, divisions of expense, routing 
of shipments, type of business accepted and geographical 
coverage cf operations all mitigate against profitable 
operation of the express business. They prevent the 
inevitable pressure of economics and technology from 
affecting the size, shapc, method and structure of the 
' • business. These pressures can be withstood for a while, 

if there's a Santa Claus somewhere, but ultimately they 
will overwhelm the Agency in its present form. 

Under the circumstances, it seems to us that it is highly unlikely 
that the Agency can continue to operate in its present form. Some 
alternatives seem to be worthy of consideration in the present circum¬ 
stances, even though they may previously have been rejected for what 
at the time may have been good reasons. Since then, extensions of 
super-highways, new forms of competition, better freight schedules. 
passenger Schedule reductions and increased wagę costs all raise 
ąuestions as to whether the luxury of maintaining many of the restrictions 
can stdi be afforded. ,Some facets of the business which we believe 
deserve a fresh and penetrating examination are: 

(1) Reconstitution of the Board to include public members 
. and possibly airline representatives. 
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(2) Complete regionalization of the business including its 
operating administration and ratę structure. Possibly 
this could be done by means of regional operating 
companies under a central holding company so that the 
benefit of the name and the common operating policies 
could be retained while permitting flexibility to meet 
regional needs. 

(3) Seeking of additional outside Capital and representation 
for it on the Board. 

(4) Establishment of an arms-length relationship with the 
railroads which would permit the Agency to buy what 
space it needed and pay for it at standard rates. Minimi- 
zation or elimination of Railway Express Agency acting 
as an agent of the railroads. This would tend to focus 
attentior. on the significance of line-haul charges in making 
management decisions on service and rates. 

(5) Complete freedom of routing, including non-railroad, 
if morę eoonomical. 

(6) A re-structuring of the rates to provide recognition of 
the differences between terminal and line-haul costs. 
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(7) Drastic simplification of the accounting practices for 
the division of revenues and expense if any element of 
this problem remains after other changes. 

(8) Adoption of modern management incentive plans to 
stimulate effective operation. 

i • 

(9) When economics or service dictate, divorcement of the 
express service from the passenger trains and terminals. 

(10) An aggressive examination of the possibllity ofdiver- 
sification by broadening the Agency's service. 

Many of these ideas have long been held by various segments 
of Agency management. We believe that in the present circumstances 
they are worthy of fresh, thoughtful and urgent consideration, if the 
great assets that the Agency does have--its size, coverage and nation- 
wide pickup and delivery service—are to be profitably exploited. 

In the face of previous efforts to rearrange the ccntractual 
relationships by the railroads and.the Agency these are radical pro- 
posals. However, it seems reasonably elear that failure to adopt all 
or most of these changes will lead inevitably to mounting losses on 
the part of many raUroads and to the ultimate need for dissclution of 
the Agency in its present form with all attendant contingent liabilities. 

. i 
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It is of course true that even with tne bcst intentions and the 

most radical changes, the results may not be supportable. Hov/ever, 

as •'ointed out earlier, these same steps would put the Agency in much 

better shape to terminate. It might well be that this is the only practical 

way for the railroads to get in.o a position where they have a good 

possibility of avoiding the staggering burden of the contingent liabilities. 

% 

This should be worth quite a few million dollars and a lot of management 
effort. 

In summary, the following issues seem to be paramount. 

(1) The present Board structure and relationships with 
the railroads are not conducive to profitable operation 
for the railroads as a whoie or to satisfactorily 
meeting the competitive challenges of the futurę. 

(2) The best long-term interests of the railroads are 

_ probably not served by the present working arrangements. 

(3) Contingent liabilities upcn termination present a major 
threat to the railroads. Political retaliation is very 
likely if an overt effort is madę to avoid them. 

(4) Rearrangement of contract terms and working relation¬ 
ships could probably, within a few years, insulate the 
railroads from Agency's contingent liabilities. 





(5) 

( 6 ) 

Under the circumstances. it seems worthwhile to seriously consider 
a drastic and urgent revislor of the standard operating agreement alcng 
the lrnes outlmed above prior to coming to a firm decision to 
terminate operations. It may be possible, however, that the new 
agreements could best be reached if the present one .was termiaated. 
Operation, of course, should continue while the new contracts are 

negotiated, but many of the operating restrictioas should be relaxed 
immediately by agreemc-ni. 

We think this program is worth a lot of thought. Now we will 
present the termination plan and the considerations on which it is based. 
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Significant cost reductions can be macie if new approaches 
are madę. 

The Agency has great assets in its size, coverage and 
its pimcup ar.d delivery service. 







-9- 




91 


. NIW YO*»K WASHINGTON CLCVlLANO 

CHICAGO DALLAS LOS anGClCS SAN FRANCISCO 
TOPONTO MJ* ICO CITT SAO PAULO 

lonoon paais ousscLOonr 

OCT 1 7 1S73 245 PARK AVENUC 

NEW YORK -IOOI7 
697-1900 

ARCA COOC 212 

October IG, 1973 


Mr. Arthur M. Wisehart 
Senior Vice President 
PEA Express 
219 East 42nd Street 
New York, New York 10017 

Dear Art: 

After an extensivc search, we finally located the comments nade 
by Charles Bowen preceding the presentation of our report to the REA 
Board on April 15, 1959. 

I apologize for the delay in getting these comments to you, but we 
did have considerable difficulty in locating them. 

If you would like to discuss these comments with Charlie, I'm 
surę we can set up a meeting. 


John L. Lesher 
Senior Vice President 

/lb 

Attachment 


Sincerely yours, 

i 






BOOZA [ALLEN & HAMILTON Inc. 


BOOZ- ALLEN & HAMILTON mc. 

Management Consultants 


J. T. 
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Company in 1955 and 1957 and rn.de subjcet to aceełcratcd write-off ur-*er a”t u or'‘y 
°f covernment aGcncien. Cuch accelerated denrcciation accruals had redu-ed ►Ye~ 
depreciatcd book ralue of the cars by $ 6 , 059 ,W 3 bełow no mul depresiated -/alue. 


Itcm 1 above includeci $6,076,833 for land and 3 ui.ldin. 3 s on Land Owie J 
by the Łicpress Company: * 


land at Cost $1; , 083 , 089 . 

Buildirgs at cost less accrued dcpreciation 2 , 793 , 791 *. 

$b,67b,0£53. 


Unrecorded liabiłities for which no accruals had boen included in the 
accounts or for which reservc3 were inadeąuate wers estinated to be: 


Unrecorded 

Liabilities 


A. Loss and damage in excess of frocen 
reserve of $429,047. 

B. Personal injurieo in exces 3 of frozen 
reserve of $477,320. 

C. Vacations 

D. Pensions based on service to Dec. 31, 1943 

To tal 


$3,198,175. 


3 , 148 , 680 . 
3,482,248. 
14,316,191. 


Additional per.sion liability based cn 
service to Eed. 31 , 1973 


U,6l4.067. 

f3b,259,śwl. 


Notę: By action of the Board of Dircctors, upon recomnendatian of the 
Accountmr; Ccmmittee (stron* 'y opposed by Lxprcss Company Manageaer.t) reserves 
for loss and danage and for personal injuries were frozen at inadecuate leveln 
as of October 1. 1939. Thereafter the E:cpress Company 1 s accounts were stated or. 

* Ther * WCr ° M reserve = for vacations nor for pensions. The Express 

Company had been on a strict cash basis as to such iteas. ^ 


21. ocrarss COMEAITTS CCMPREHEDISTVE SURYEY of EMPRESS OPERATICKS 
RIACTTCES AMD MSTKOCS - JAHUASY 1959 ‘ ’ 


loco Pr ! Sidlnt eU =3j_led tocether at headęuarters in >fcv York January 19, 
.59, the Ł>rpres 3 Company 1 3 '/ice Presidents, General ‘ianasers and oth-r key of- 
icials. They met for morę than two weeks develonir.g ways and me ans of reduc' mz 
expense= with a vlew of inereasing Gaił Transportation Revenue avai:Uble format 
ment to the railroads. r J 


ot thm o ri0 f Und H r . staKdinG the P r «idcnt sent to Director Fred Carpi 

of the_ I.eęotiawinc Ccwaittee with letter dated February 6 , 1959 , 25 cooies of 

the conprchensiYe report devoloped as a re.rult of the mceting of key offłcials of 
the ihepress Company in January. 1 


Ho wrote that evcry P .ic realized the sericusncss of the situation and of 
the ureent need for drastic chnnces in methods and procedures. fte stated “-at 
every sugestie rc C nr Jless of how rndical it mi C ht luive seemed, had had or wpuld 
ha e consider.n -on; that the only test was whether it could be shown t!iat lt would 
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Ascertainr.er.t Cf Liubilities Of Sach ca-rier ■<= nr 
Eeccr-ber 31 , im C1 l -“-- lcr Of 


thc presibent ta ?rrceed”ir-«^^-eV/ Director ", by unar.inout vcte, dir^c 

to thc"Ś^Ltdard ir^ess^cr--^4 tho U? ' bilitie = of 
“• * m “ **» =«“<• > 

Of Directirs^^^-Ś^ie^^/the^L^^ s f oclal "»-U-c -jf ;t ic 2-ir] 

of the raiircads tń the - * -\, 7 ' S C°apar.y had recei/ed unani.uous center' - 

before - vhi:h nctices *af vithdr*wil *-a.n the A?ril 32 ■ A 959, thc datę cn or 
woald be acceptable. * “ J ' ” ••*P r «ss Afircenent January 1 , 1960 , 

jltuS^l^iS; 1 :;3tlCC “ '^ tbćrawai As Cf 

the teleęhor. 

froa ;:ev York Central anr.sur.c -1 vV thdr4t r *u recei ?" of a nress release 
1KO. Later that day (Eecc.to-^23* i‘oŚaw f '2? t** “ rpre5s A 5 ree.-r.ent January 1 , 

*•«•«>•' U Sr« 2 :.-SStó« 2 Sr vm ** ar **-«* » 

® p-w.ir?=s^ ss :i *•*«». •« « 

thc Ir attention. «—*-“*■*spaper ana atner report* vhich raight ==« t = 

* 

^ ^* CIAŁ ==rai-:oa- ^ rr^w ^ efl 


furnlshed**Fresident £S Adninlstrabion and rinance 

’ s — 2*3 SSS Vllkv ^S;= : of - 


1. Net book yalue of preperty ar.i ejuiscsent 
Łedger value (cost) less accrued del 
preciation, less also the aaount of 
eąuipment oblagations 

2. Otlior investaent3 (stocks, bonds 
^or - tga(je) 

3 ' ^?^w SSCtS ia exoe3s of ear«nt 
. JJ-abilities 

» U. Deduct - Defcrred Uabilitics and 
unadjus'ed accounts 

.5. Kenainder, eoual to stock (f. 99 , 900 ) plus 
advanccs ty stockholders ($ 28 , 591 , 266 ) 


As of Pet. 31 . jo -;8 


$26,9^0,102. 

1.0U9.535. 

5,boi.51 8. 
$33,391,2357 

b, 700,069. 
$28,691,166. 


preperty an i ten' ^arranfin^ 4'^al'’con-idcriti < ' I ' y Sal * ° f the Zjc?ress Company’ 5 
crued in respcct of rolling stoik- “reftilewSplS? ^ **" de?reciltion «* 

e ator car- purchased by the £xpres 
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3 Age.ncy, Inc. 



Kr. Stuart T. Saundcrs, 
President, 



//ĆO 


May 6, 1559. 


Finance Locket 
Bo C0D12* * 
RlilA lońiibit £ 5" 



t 

I cnclose herewith Kr. Fred Carpi ł s letter of April 
2o v;ith attachmcnts outlir.ing the tv/o prooosals subritted 
by Kr. Kcrris Fcrgash and by Lehman Brothers fur purchaae 
of the Railway E::press Agcncy, You will noce that Kr. 
Carpi would lako to havc the views of the stoclcholding 
lines with respect to these nropcsals by Kay 10, Sorne 
recomr.endation as to action on these oronosals will be 
cadc at the meeting of the Agency's Bcard of Eirectors 
on Kay 15 cr 16. 


The Ilorfclk and V.'eStern liolds nine shares of Railway 
Express Agency stock, with a book value of S1C0 per share. 
The Agency is also indebted to us for advancss totalirg 
$260,240. Cur share of Eocnress revenue under the Standard 
Express Operatior.s Agreemc.nt of Karch 1, 1954, orobably 
does - not amount to rr.orc than ahcut one half cf the cost 
which wc assumc in the band ling of Eicoress business and 
I understand that this nas been the situaticn for sorcie 
tir.e in the past. 


The Forgnch and Lehman prooosals for purchase of 
the Agency aro very oir.ilar in contcnt. Fach providcs 
for purchase of the outstar.dinn stock at $500 per shu-e 
and repaytient of sonę $2S,60C,ĆC0 duo the'cwning lir.es 
(includir.g our advancc:.ient of $260,240) in two annual 
instalncnts at the coci sting interest rato cf 4£ per 
annun, with the proviso that no dividcnds are to*bo 
declarcd by the new managenent until this entire indobted- 
ncss'h.= s been ret i red. Each proposal also ccntcmplaccs 
operation of the Agency under the emisting contract, with 
sorae nodificaticns, for a brief interim period oending 
negotiatior. of new ccntracts, the terma of which arc not 
precicely stnted but which wculd contemplate fuli frcedcm 
of routing by Fil-JA bot!) as between railroads and as between 
railroads on the cne band and rotor carricrs on the other. 
Under each nronosal the railroads would also bc rolicved 
-from the obligations inooscd upo.u them by their curront 
joint ownorship of the Agency. 


As you will cee frem the nttachr.cntc, the Forgash 
proposal is in outlinc form, whercas th.e mronosal of 
Lehran Brothers hac been implcmcnted by the nreparation 
of dcfjnito arrccm.cnt formo. At the mc ot i.ng in ;.'cw 
York cn April 27 the consensus nccm.cd to bc that our 
attontior. sbouJd bc dircctod primarily toward the Lehma 
Brothers proposal. 


ł 
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the prccent S OnG^atirr W: ^- SrirCad d is=atisfacticn with 

early decision Is tS C ccftiSnf * nd the ^e S °? t y^ r 

agree^ent, it appears ?ha‘f “fticipation in that 
ance of one or the other Jf j! e i* ar ? łatlvo t0 ficcect- 
Sti-ar W 1 ithdrawal fron the prop05als is 

uitir.ate laruidation cf i-h« agreer.er.t ar.d 

liquidation, the owr.inr rail-fnH^* In the even t of 
fi proportionate baelt w S ^'° Uld be charged on 

Agency's liabilities, <n*\id?JU d i ffe ? ence betWee « the 
costs, on the cne fcaAd pensi0n and retirarent 

b ?nd. A good ceal o^óonce-n ?4\ S0LS ° n ths other 

aoout the pocsibilitv tha s!?u as been e^pressed also 
n -Cht be invoiv«d n ' the ^ --orotectiye conditions • 

it is elear tha- 2 s sc:ncv 'bat soeculatiy* 

listing agreezoai toiadto"* r tfc ? teras of the 

o-t expensave process, 

Afency°"oiad bo°• rPc-o^?ij 1 , 3ppear that sale of the 
business under the ioras of the e' ■ d - ir '' u? ° f 1*8 
I thmk we should e—es- ni.Ji? * s ‘' lns a SreeraeRt and 
Łelraon Brothers orooo-ol" fayorinfi the 

?«*■»? to. Ca roi and l '»; a letter so ad- 

«utachcd. bill you pi ef-e"-®^. ti'stera Diroetcrs is 
approve. Please el s S ret°rn“t‘e -tjech. 01 ' not you 


Encis• 
Ks-3 


Martin P. Burki 







SUISURY C? THE TERES OF LEH!L\N BP.OTilERS* OFFER 

' to fu~C!*‘.3~ rmu’aY /mum y . ^.--^-2 


Finance Docket 
Ko 20012 * 

R£A E:<hitit ll o 


Lehnan Brothers or individual partners of thc fim, v -- th sonę. 
investor-clients of the firn possibly participating, will purchase frca 
the owning railroads all outstanding sharcs of Stock of. Railway Express 
Agency, Incorpcrated, hereinafter called REA, at the price v5^0 F-* 
share, payable on the ciocine datę. Ko 3uyer will be a carrier under any . 
Federal, State or local law, nor a person who has control of such a car¬ 
rier, ani Lehman Brothers is willing to enter into an agreement that no 
Stock will, for a reasonable time, be sold to any trucker, forwąrder, cr 
other person to whon the present stockholders night take exception. The 
.Buyers have ex?ressed the intention that REA. will continua to conduct an 
express business and represented that the purchase is not for liouidaticn. 

Upon the sale of the Stock RZA v.ill, subjcct to reouircd regula¬ 
tory approvals, er.ecute non-assignable Notes covering the anount of the 
advances to each stockholding railroad. Suo Notes in equal acount will be 
issued to each railroad. Bach will bear interest at and one will n-turę 
on Beccnber 31, 1959 and the other on Decer.bcr 31, 1960. The naturities are 
subjcct to possible-postpenement in the event that substar.tial addiv-enal 
liabilities of RZA non unknown to the parties to the trar.saction shoula bc 
• discoYcred beforeJJecember 31 , 1950. If this should happen the due datę of 
an anount of principal of the Notes equal to the anount of the ncwly dis- 
covercd liabilities ęhall be postpor.ed until Deccmber 31, 1965. Lehman 
Brothers is fully aware of thc unrecordcd and contir.gcnt liabilities cf 
RE/, now kr.owr. to RZA and thc railroads but not rcflccted on RZA's Balance 
Shcet, so thcce would not cone within the terr.s of tho foregoing prorision. 




& 
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So łono M eny Kotes are outstanding tfco procee-ds of the sale of 
m. p. oparty r.ct r-.-laecd ar.d the Froceeds of a-.y mortgage on pledge of 
R£i Property will te applied to the payment of puch Kotes. Lehr.an Erothers 
kas stated that they are satisfied that the program ta feasible and that 
. they have no doubt as to the ability of REI under the proposed new owner- ' 
ship to -'ir.sr.se the Kotes at naturtty either ty refur.ding or othe.-t.dse. 

The standard Enpress Cperations Agreement will, subject to the 
reąuired regulatory approi-als, be astended on the closing datę but effee- 
tite as of Aprtl 1, 1559 . It proeide for fuli freedom of routing by 
HZA for the balar.ee of the year, both as bot-.,eon differer.t railroads and 
betweer. a raił carrier on the or.e hand and a motor carrier on the other. ' 

•Por the period Aprtl 1 to Eecesber 31, 1959 , oset railroad will be paid a 
fsred amour.t per actual assigr.cd ear-foot milo of e-press serrtco fumished 
by it. Ihis anount will be apprortnately the sam. per assigned ear-foot 
nile as suc.i .cad \.-ould haye receivcd on the basis of ffiłtis Annual Eudget 

for -959, First (Juarterly Reyision, dated April 11, 1959 . After the end 

yCc^i* Iu^A Wili dc tcnrine a r ^ m 

uciserrane tfte *-..ount cf Raił Transportation Revenue 

whieh would have been paid to all railroads for the period April 1 to 

lecenber 31 in the abserce of the amendmer.t. If this amount is morę that 

110 * of the total anount aotuslly P aid in aeoordar.ee with -the amer.dr.ent, 

■ the ewcesa will be diyidcd equaliy brtwccn the railroads and the Jicpress 

company and each railroad will rccci-.-e a prorata stare. 

. *11 pr=visior.s relating to railroad obltgations on termlnation 

of tho Agreerent will bo rc.,ovod therofrom and the Agrccment will termi¬ 
nale complotoly on Eocember 3 1, 1959. FdśA, under the new ownership, will 
negotiato with the railroads ncw har.dling a substantial, anount of emprons 


/ 
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KUTOTES C? REGULńH KESTING 
OF BOARD OF DIRECTORS, 
JUHE 2, 1959 


Regular meeting of the Board of Directors of Railway Express Agency, 
Incorporated, was held at the Office of the company, 219 East U2nd Street, 

New York, N. Y., Jurę 2, 1959, ot 2:30 P..M., pursuar.t to due notice given 
by the Secretary. 

The follcwirg Directors were present: 

John M. Eudd 
Fred Carpi 

Charles M. Davison, Jr, 

Alfred L« FaTneH 
Harve~ M. Johnson 
Willian B. Johnson 
Lester L. Knight 
E. Spencer Miller 

Ernest C. Nickerscn 
Lewis F. Ormor.d 

Claudo S. Peterson 
Rudolph C. Rydin 

Ferry M, Shoemaker 
Leo J. Trący 

Harry W. 7on Willer 

15 - constituting a quon=i. 

ihe meeting was called to order and presided over by A. L. Hammell, 
Chairaan. The Secretary of the company, C. A. Branran, acted as Secretary 
of the meetlr.g. 

RSSIGNATIONS CF PIRTCTCRS 

< 

The resignations of Walter L. Price and Wayne A. Johns ton as Directors 
of the ccnpary were presented, and on moticn, duły madę, seconded and car- 
ried, accepted. 
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*l.*hl7 recommended by their superiors; whereupcn, after discussion, on 
t.-tlPPt diily madę, seconded and carried, the following appoir.tments were 
łr; .roved, effective July 1, 1959: 

B. A. Marks, Assistant to Vice-President, Southern 
Region, Atlanta, Ga., salary $12,127.56 a year, vics W. M. 

Kathews, salary $12,127.56 a year, retiring. 

H. J. Layburn, Auditor of Express Receipts, New York, 

N. Y., salary $12,500 a year, vice W. D. Marikle, salary 
$11,113.20 a year, retiring. 

J. A. Warren, Assistant to Vice-Presićent, Traffic, 

New York, N. Y., salary $1^,000 a yaar, vice J. R. Rohrer, 
salary $12,127.50 a year, retiring. 

PROPCSED AKENEKENTS TO 
STANIARD E7 PRESS CPEPATICilS AGEEEMENT 

The President referred to action of this 3oard at meeting May 15-16, 

1959» directing that Items 1, 2, 3 and h of the comnittee report reccn- 

vnding certain charges in the Standard Express CFerations Agreement be 

»ul*nitted and recanmended to all carriers parties to the Agreement for 

their acceptance and approval, and stated that - 

The proposal was submitted to the carriers May 18, 1959» and that of 

the respcnses received to datę, twenty-three railroaćs had indicated dis- 

»rrroval. 


After discussion, it was moved, seconded and carried that the proposal 

fejected because of lack of unanimity, Mr. Nickerscn not votirg. 

OFFER 0F LEHMAN BROTHERS TO FURCKASE 
RAIT-CAY SC PRESS ACENCY. INCOP.PCRATED 

After discussion, it was moved, seconded ar.d carried by vote of eleven 
to four that the offer of Lehman Brothers to purchase the Agency be sub- 
'ttted to the stockholders and contract carriers with the recanmer.dation 
•““t it be accepted. 
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The Pres-dent sald that to ccnsusinate the sale it would te necessary 
to cbtaln acąuiescence of all of the stockholders and of all of the 178 
rallroads parties to the Standard Łcpress Cperations Agreercent. In the 
dlscussion that followed offlcials of certain rallroads stated that thelr 
ccmpanies would not agree to accept the offer. 

It was then moved, secorded and carried (Mr. Vcn Vil* r votlng "h 7 o") 

that ln view of the statener.ts by certain r.erabers of the Soard that the 

railrcads of which they are offlcials would vote against the proposal to 

,oU * the ? «9ident te directed not to submit the Lebnan Brothers purchase 

proposal to the stockholders and contract carriers, and that the stockhold- 

lng rallroads receive in the surr.ary of the rdnutes of this meeting the 

łction on this motion. 

OFFER CF MORRIS FCRGASH TO PURCHASE 
RAHV.’AY FXP?Z53 AGENCY. HCCEFCRATES 

After dlscussion, it was noved, and seconded, that the offer of Morris 
Jorgash, dated May 14, 1959, to purchase the Agency be sutmltted to the 
•tockholders and contract carriers with the reccmmenćation that it be ac- 

eepted. 3y vote of seven to seven the aotion failed to carry. Kr. Rydin 
rot voting. 

OFFER CF R. W. KZISER TO PURCHASE 
RAUGAT EXPRESS AGENCY. r^CCrFCRATTD 

After dlscussion, by uraninous ccnsent, the President was directed 
^ advise R. W. Keiser that the Bcard of Hrectors concluded not to give 
,Unher cor.sideration to his proposal for purchase of the Agency. 

PROPOSAL FOR CCNTINUED OPERATICH OF 
RAXL'AAY E3CPRES5 AGENCY, dCORPCRATED, 

_ UNIER RA TI .-.CA D C.VT~?-SHTP _ 

After it had been deterained that no proposal thus far received for 
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purchase of the Agency by outside interests would be accepted unanimcusly 
by the stockholders and the contract carriers, the President submitted a 
prcpoaal for ccntinued operation of the Agency under ratlroad ownership. 

Pollowing discussion, lt was agreed that a ccmmittee cons-sting of 
Kessrs. Carpi, Martin and Rydin, together with legał representatives, 
would meet with the President Jurę 16 ln an effort to finalize the proposal 
for consideration by the Eoard of Directors at its r.ext regular meeting to 

be held July 2, 1959• 

DISFCSAL OF CCKPANI-OWSED BUILDING, 

__ SFlAUA . MO, __ 

The President reported that pursuant to authority granted by this 
Board at meeting January 28, 1958. to dispose of real property having de- 
preciatad value at tinc cf disposał of $5.000 or less, he had authorized 
eonveyance to Missouri-Kansas-Texas Railroad Company without cost a one- 
story brick building approximately 24 *x 50* located on land leased frem 
the Railroad at rental of $20 a month. The building was erccted in 1923; 
ledger value is $ 6,511 which has been ccmpletely recovered through depre- 
eiation aecruals. Taxes, insurar.ee and maintecance costs averaged $38.04 
a month during 1953. 

Since the Railroad Company discontiruea passenger train 3ervice through 
Sedalia in May 1958 the Agency has had no need for the building and efforts 
to ji021 it to outsiderś or to the Railroad were unsuccessful. The Railroad 
Company agreed, however, to accept the building free of cost, and in order 
to effect monthly savir.gs of $53 in ground rental, taxes, Insurance and 
■nintenance, title to the building is being conveyed to Missouri-Kansas- 
Te«s Railroad Company, and the ledger value of $6,511 is being retired 
fron the Agency's property accounts. 

*31 
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STATE! IEJJT 0? WILLIAM 3. JOKKSOK, FRESIDEIJT 
RAILWAY EXPRESS AGEKCY, IIIC. 

ł, A plar. fcr the recrganizea operations of Railway Express 
Agency, providing fcr better servlce to the public on all enisting 
types of enpress servicas under cor.tinued railrcad ownership of the 
120 -year-old business, today received the unanimous endorsement of 
the Eoard of Directcrs. 

"Principal features of the reorganization, planned to cnable 
the company 1 s Management to put enpress operations er. a profitable, 
self-supportir.g basis, aro embodied in a preposed new Standard 
Express Operations Agreement betv;een the Agency and all enpress- 
carrying railroads. 

"The reąuired unanimous approval cf the nev/ contract by the 
present 178 Standard Agreement lir.es has been recommended by 
unanimous vote of the Board. The Management of the Agency will 
meet shortly v;ith represer.tatives cf all contract roaćls to review 
the proposed Agreement. 

"If the railroads all accept the termo of the nev; Agreement, 
it is conter.platcd that it would be subnitted promptly to the 
Interstate Comnerce Conmission for recpuired regulatory approvals, 

The Agreement would becomc effective the first of the month following 
I.C.C. appiwval and would run through December 31, 1973. 

"It is prenuture to discusc details of the various terms of the 
proposeć Agreement, pendinp indi^idual raił carrier ccnsideraticn 
and uctio.n during the noxt sevcral wceks. I!owevcr, it can be revonleć 


- >0 
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Page Two - V. r . 3. Johnson Statcncnt, July 1, 3 r )j0 

that the Agrcenent cunteniplates certain r.ajcr changes frcn present 
operations ćuring the next tv;o years, furthcr changes effective 
July 1, 1961, wlth finał transition to ti 1 ovcntual 1'ully reorgar.ized 
operations bcginning January 1, 1963. 

"Under the Agreenent, the Agency generally, with sonę ąualifi- 
cations, would be given imnediate complete frccdom of line-haul 
routing of express traffic v:ith the pov:er to selcct such routes and 
ncdes cf trar.sportation ncst advantageous to moro efficient and 
econcnical operations. Since there would be no fixed or historical 
distribution of traffic ar.ong carriers for linę haul movenent, it 
is expected that both service to shippers and the Agency’s financial 
results would be inproveći natorially. 

"The Agreenent also would provide, in scveral steps, significan 
changes in the method of paynent to contract railroads, inportant 
both to those carriers and to the Agency. The principal changes 
are worthy of discussion. 

"Effective July 1, 1961, the paynents to the contract railroads 
would be changed in that they would be based on an average ratę in 
each regicnal group per car-foot nile of linę haul service rendered 
by each carrier. At present, there are no such rates, the contract 
roads each receiving their pro rata share of everything that is lcft 
in the recpoctive regional group accounts after deduction of Agency 

0 •' 

expenses. 

"Finał step in the transition is the provision that, beginning 
January 1, 1963, Railway Express, in effect, purchase its transpor- 
tation fron the raił lines on the basis of service rcndered in terms 
of car-foot niles. The rates would bc deternined by a fornula 
related to each group’s avcrage cost. 


MORĘ... 
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"Any excess funds renaining after paysents to the carriers 
jginning July 1, 1961, would be dlvlded eo.ually betweer. the Agency 
and the contract carriers. Thus, under the proposed terms, Railvay 
Express Agency would have the opportunity for the" flrst tine of 
earning and retainlng a profit for reinvestsent in the further 
progress and stability cf the business, 

"Among sany other changes the teras of the proposed new 
Agreesent would provide, are: (a) a slight increase in the Agency's 
share of gross revenues on carlcad shipsents, (b) instead of 
unanisous approval, Agreesent asendsents would reąuire the consent 
of roads handlir.g an aggregate of 85 per cent of express traffic, 
and (c) after the effective datę of the new Agrt esent, railrcads 
could not withdraw until after June 30, 1961, and then could do so 
*’nder revised settlcnent provisions cn 12 months* notice, or eight 
months 1 notice if a previous 12-nonth notice had been given for 
withdrawal on the sase datę by another Agreesent party, • 

"Since the scope of operations of sany smaller roads is 
subject to continuing change, it is anticipated that the withdra-wal 
provisions would continue to be icportant where such carrieis 
discontinue operations suitable to the handling of express, 

"It is anticipated that under the new operations, the Agency 
would be put in a sounder financiai and operating condition. Ac- 
cordingly, there would be the icportant opportunity to extend and 
enhance for express shippers threughout the nation and the world the 
many fundasental advantages of the far-flung and coraplete single- 
carrier services of Railway Express. Ebcpress shippers everywhere 
/ould be assureć of J-.aving availablo — on a convenient, flexible and 
coordinated bnsis — the uest of all ur.derlylng sodes and routes of 
transport." 
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Finanse - 
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SLAŁiił.:tit / 


Railway EXPRESS AGENCY 

iN«.uiiroiunin 

om CK OF VICK PltKSIDRNT, AnMI.MSTU.vriON ANO FINANCL 
• to kast t;'\n NTUurrr 
NEW YOUJC 1 T, N. Y. 


C. J. JUMI', 

VICI rauibŁTT 


July 31, 1039 


V , \ c ' 

' > .&£• V; 
•" i'..'- 


. i !r t D.nvid C. Eovem, 

Chairran, Financo dcmittoo, 
c/o fho re;moylvania Uailroad Company, 

3i x ł ; c:m Center rlaaa, • 

Philcdclpliia 4 , Pu. . . 

Dcar •i'. y> 2vc.nl 

llcsponlins to your Joint lcttcr of July 2S to r cs> 
bora of.tho Financc 3o:raittco: 

Benuo collinrt lor nn interest rato cf S/j \:cro js- 
sucd In tho cv- cf >.02 raili i on ± n 1030. .'cnounts r o." u Ir od 
to no ot tho seri-annual r.afuritics a-crc -.dvonccd to tho 
A^eacy by the rtochholdcrs • kich or.o-hnlf of t lico o bc-r.ós 

i 1 -—** a ... w.i.i-aii.. \.oic c...—-L'j-i ..Ti-L vr.ro 

roplaced by serial notes on \:hich tho Ir/, orcet rat-os rr.nped 
fror. 3/r.j co r.5/ j * ■‘■bo stoclńioldcrs concinued to a d ranco 

funds for retirerent cf tho notes. 

Interest pnyrcnte en tho ad va r.c e ar e c c i v cd fren th.a 
Gtockholdcrs l;avo be en r.adc c3 f ollov.*s * 

5'!y» ber eh 1, 1039 to Februnry m, 1930 
Gh Kar eh 1, 1030 to Oocenbcr 23 j 103-3 
S; ; j Dcce.-bcr 29, 1033 to i*cy 31, 1933 
4/'i Juna 1, 1033 to datę 


Vładna at 5,j the interest roto en the notes to bo 
issucd-to the stccbmoidcrs vcr.ld rcsv.lt In en inereeso of 
25> im tiio interest char-es. iliis *.:ould be cruivalcnt to 

sono ś'O-3-i,COC rv * ??.■>•*• -j te t u at n—t---'t * f culd rodne ^ t u e 
cjr.ounx miicn ofh.tvbisovould be avalluule for puyricńt to 

tho railroaus for haulinc oaiprcss. 

Urrdcr the .mendcci 1 'rrprcss (pcratic.rs Aorccncnt r.o;; 
beforo the luteretato Conn.erco 3o.nr.ie sień for anr,roval the 
Acor.cy ultir.r.toly \;ili aesurc fl::cd oblinntions* to the r-il- 
roads for the transportation of c:~rees trafilc. I vculu~' 
hepe that t.ic rallroms as stocltholdcrs *..*ill not na.t-c it 
too difficult for the .'. 3 cacy to r.cot tho rnyr.ento to the 
railroni 3 as ccntractors v:kcn the 
on r.orc nearly ar. archi Icii^th bacie. 


acy bc[*ins to cporate 
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» lt is sutr.estcd that tho notes to bo ic 

thc stcchholdcrs proYide for irtcrcst pa.yncnts at 
ratę in ei':’cct durini cach interest period; that i 
prir.e ratę oheulu chanpe thc chantc in thc rato to be pali 
to thc stcc.hholJcrs be rade as oi‘ thc berimin- cf thc* in- 
tcrcot period r.earest thc cle. te of thc chana o in thc rri::e 
ratę. -his '.rcrld hrir.p about ar. imediate ir.creaoe of 1/2 
of lh ; in thc interest payr.cn ts Lccauoc ti:C prir.o rato rew 
ls 4h 5 as ccrparcd witii £,-> nev: bainp paid by the <ice::cy. 

I eoneur in your prcrooal ccecerrin” the estab¬ 
lishment and oneraticn o i a sinbiny fund* hc'.;ćvor. 1 ba- 
ii cyc z rJ 1 in ** c*i c** c iii — «» o i? \.lio ćilc-* 

posablc ino cne, i. o., ic« J of the n^cncy 1 o net aiter tau:cs. 

I bolicYO aloo that the r.otco to otochhelacro 
to covcr ~-canto aduareed by ther. *.:i:ieh vere rcauircd a»•d 
as od by tho .<;or.ay tc purc:_aoe the prop.crticc oi* tho -•;;c::ey 1 o 
prcdcecooor choulc. be euhordirated te ary and all othsr 
indebtedness of the ^coney cr.ccpt, p orna po, to the cntcr.t 
cf the ołubiny fund. 


cc-hessrs.il'. R. Grant 

B. upcr.cer I liii er 
L. F. Umond l 
John B. heid 
II. G. Rydin 


Ycurs vcry truły, 

/y ■'I- ' / 

Vlce, Frecidcnt. 

‘ /> v ' • 


/ 




O 

C ' -- ( 



• 1 c+ u 










* 



S 

COMMERCE COMMISSION 


IN WITNESS WHEREOF I have 
hereunto set my hand and 
affixed the Seal of said 
Commission this 29th day 
_^Ql£ s June, A.D. 1^6 


Interstate Commcrre (Commission 

dafifjington, 3.C. 20423 


I, ROBERT L. OSWALD, Secretary of the INTERSTATE 
COMMISSION, do hereby certify that the attached is a 
copy of the Transcript of the Stenographer notes of hearing 
ld August 18, 1959, in Departmental Auditorium Conference Room 
in Docket No. 33140, the Express Contract, the original of 
is now on file and of record in the office of aaid 







At ^ajbirs^oa, D, C. 
Datę , 13, !2u3 
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Washington 4, D. C. 
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IND Są 

PIR2JT CROSS RZPIREC? 


William 3. Johnson 

(Railway Exrreoa Aęency, 
Ino.) 


Fred Carpi 

(?ennsylvania Rallroad 

Co.) 35 

John M. Eudd 

(Graat Northern Rallway) 52 

W. A. Johnstcn 

(Illinois Central R.R. Co.) 60 
Protestant’3 


Nonę. 


HHIBITS 


niD 
. » 


Nonę 
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referrłd but tnase cannct do tb; ,’ob alora. An ectsr.tij* par' 
cf it .3 che recaipt of additlor.al ['rosa revanue frcn charka? 
in a -.rreaa rates To provlde highor r^neipta In the Iraediar? 
fut'rf . an er.ergency Increase ha 3 been propo3ed end tariff 3 
to rr.-.'-:e it effective have been flled with the ComnLs3ion. Ir. 
addition, oertain reduced ratea of tha lncantive typa have bee 
filad to attract lucr=>tlve trafflc whlch la not r.cw ncvlng by 
3 expre33. 

ii 

However, In order to orovida the greateat return3, it la 

i! 

thought that a cotmlete revlsion of the erpress ratę structure 

'* |! 

, , (' may be ne^essary, and a thorough 3tudy of thi3 subject is 

• 1 

10 i; another lr.iportant part of the overall plan. It ia now baing 

, _ lnitiated and will be carried out as rapldly 33 posałble. 

lo 

, '■ Since we want to do a thorough Job, lt will, of necessity, tak 


__ \\ soir.e t Ima. 

lo j; 

^ _ |j Another feature of the plan is the issuance of notes to 

|( 

the railroede to cover tneir lo9ns to the Expre33 Company wbić 

' i; 

•a have heretofore been carried on the Expre33 Company’ 3 book3 

— 1 i 1 

i: slmply as an open ar count debt to afflliated cc:r.panle3. An 

ii 

o- application for authorlty to i33ue thesa noten will be filed 

4 j ii 

o, with the Commi3sion in two or three daya. 

- 0 !' I ahould mention that on July 31 the Enpre33 Company 

;j 

-• reached agreement with the exprea3 carrylng airllnaa on the 
... : term 3 of a naw Air Exoreas contract, 30 the futurę of thi3 
part of the buaine 33 is al3o aaaured. The cor.3er.t of Morgan 
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Guarancy 

Ą ęrp 3 -•* 

that b i r. : 
irri** . - 


Canro-ny to the new Standard Zxpre 3 a Cperations 
. r a ctuired by tne tem3 of a loan agreemenb becween 
a “d the E:cpr«w3 Company, hec bar.* 1 obtair.eć. Acccrd* 
order to put the plan for the futurę co; duet of t'* 3 


errpreae :u3inas3 In operatlon only the approval of the Ccn- 


ml33lcn zC the pooling arrangements, and the ratea is repulred. 

i 


DISAD7ANTAGSS 0? T.IE 1954 AGRZETE?JT 
It ls my firm bellef that the new provision 3 , whlch I 
shall descrlbe, ln the ec-reement now proD 03 ed to beccne 

i 

effective on Otober 1, 1959, will, ln tlme, achleve the deaired 

results ^nd that the expre 33 bu 3 ine 33 ean be conducted ln such 

' 

a manner that It will no lor.ger be a deflcit operatlon. My 
reasons ior thls bellef will appear frem a revlew of the 

fundanental dlfflrultie 3 ln the past. Pirat, and perh2p 3 mo 3 t 

• • I 

inoertart, fer thlrty years the Expr9 33 Company ha 3 not had 
and could not fcave any profit or I 033 . After all of lta ex- 
pensea, except the expen3e 3 for rall tran 3 portatłcn, were 
paid from gro 33 expre 33 recelptn the balance wa 3 turr.ed over 1 


to the rallroad 3 as paynents for the transpcrtatlon of expre 3 s. 


Th. 113 , the Expres3 Company could not operate elther ln the 
blacb cr ln the red. Its nanagement ha 3 not hed the beneflta 
or the ćisciplines of a profit and I 033 atatenent. X do not 
mean to lmply that they hava been intenclonally carele 3 3 
abo?;t exranae3 or h?ve net trled to opera te the bu3ine 33 in 
the most efflcient na nr.er, but there is bcund to be a certa ln > 
lar’< of lncer.tlve when everyone ’cncw 3 that regardlas 3 of the 







125 i’ 

efficlency of the operetion the business will exactly break 
even Thi3 situ=tion will, after a ahort transiolcn period, 
be chonred undar t.:e naw ogrcement. 

A 2 e'■or.d wea-T.esa h*3 been tha Tret '-hat in lt 3 day-oo- 
day activities the Sxore33 Company has not had the bar.afit of 
a unit cost for tha lina haul pertion of the tranaporta^Ion 
servlce whlch it hss offered tha publlc. The management ha 3 

»• 

known that tha total expre33 operat łon of both tha 2xpr<?33 

Company ?nd the rallroad3 wa3 a deflcit one and to a very sub- 

l! 

LC stantlal degree. But, tha Company oald no fixed anount for 

!j 

11 rall aervlce and the rall unit cost was not even regularly 
known on a current and precisa basls. It 13 not 3 urpri 3 ing, 

1 ? ln my .iudgment, that there has been no daily consciousness 

|| 

14 of th3 c °3t incurred by the railroad3 in providir.g each unit : 

t 

15 of r?il servlce whlch tha Expre33 Agency consumed. Inevltably, 

j; 

, , thare h=s been a tendency to think of such co 3 t, when eon- 

i3Idered at all, as the expen3e of sccne othar company, wlth 

|| 

15 no lina haul cost being Incurred by our own company. Thl 3 

|i i 

19 : neceaaarlly resulted ln lnadepuate con3ldaratlon of what 

25 trafflc was orofitable, what rates were reąulred to maka block 3 

j 

21 or typas of trafflc profitable and, ln fact, just what the 

i| I 

solicitation and operatlonal alms of the managament 3 hould 

i 

be. Thi3 fundamantal weaknes3 will, ln dua course, be 
elltnlnated undar tha new Agreenant. 

A third weakneds ha3 baen the pracfcice of stlcklng pretty 
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. ^w. --w^ . ...t . % , 0 a _ on-- B3:hcdj :: 

hanilir.- e-presn traf fis. Thla ha 5 tren true both wlth 
rsżjpec.. .o routlng anong the yerioua rallrcnds and 33 to sh’*’-* 
fr* c..s nade oi tran 3 portaticn to another. The 195^ Agr**-*?-- 
was ir-e.-.ied to glva addltlonal freeden to the Expres 3 Cc.r.pany 
in „r.„z re^ard. but experlence has shown that it did not produc 
such ar. effect. Wlth the beneflt of thla experience, * 2ri 
coni ij<;nt that tha freodca of routlng prorUlona ln the 

Agreenent now propoaed, whlch I will de 3 cribe, will do the 

Job. j 

A difficulty closely related to the ona Juat mentlonad 
la that expz*S33 3ervlce hea lsrgely been performed on paaaenger 

train3, the highest co3t surface transportatlon there la. By • 

* • I 

and large, lt la elso the faste 3 t, e 3 peclally for long dis- 
tance3, 30 thia altustlon cannot ba altered radlcally overnight 
lf a true expres3 servlce la to be rendered, aa lt au3t ba. A 
nunber of chenges can, nevertheless, be mada wlth greater 

eeoncny and equal or better servlce. ?a 3 t nerchandiae frelght: 

i 

t. *.n3, wlth plggyback operat łona in the forefront, offer, in 

sonę caoea, a 3ervica for express aa good aa pa3senger traina • 

*< 

The opportunitlaa here are limlted, but there do exiat in- 
stanc33 where linę haul expres3 cost3 can be subatantiallv 
reduced without sacrlflcing tłne in tranait, and wlth no ln- 
creaae or ?n artual reduction in teminal~co 3 ta. In addicicn, 
s considersble arnount of short-haul traffic, eapeciaily 
around large teminal areas, can ce 3 hifted to truck wlth lower 
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21 : 


ccri *_:rrcv.?? 

f rh? veakne3S33 which I have \riii v> r . r%C J «, v 

the ccmtinatlon of freedcm of routlng and reoulrlng the 
^.rprets Company, after a period cf tranaltlon, to curcha?? 
tran^r-rtatłon frcm the rallroada on a car-foot mila b-iala 
r>3 " 3 k- flxed by an out-cf-pocket cost formula. Z? t'~» 
Expraa^ Company cannot obtain revenues sufficienć to pay «- - 
exnenaa 3 , includlng aueh ratcr, it will, of courae, operne 
ln the red. Ir, S3 w3 belleve, lt will be able to obtain 
revenue3 ncre than aufflclant to cover Ita e.rpenaea the e.rcej 3 
will be dlvlded evenly between the Ezpress Company and the 
rałlroada Aecordlngly, lt will be posalble for the E.rpreas 
Company to earn a profit or sustaln a I 033 for the flrst tlme 
ln los hl3tcry and our offlcer3 and employeea will know lt. 
Thxa, together wlth the freedom of routlng, will place the 
bu3lnes3 on a footlng where lt rnust succeed or fali by lta 
own effort3. It will have greater opportunltlea and 3 I 30 
greater responaibilltles. It 3 eem3 obvloua to r.e that thls 
la a much sounder nethod of cor.ćucting any business entarprlae. 

CHANGES FHCM 1954 AGREETlSrJT 

. 

ilost of the changea ln the propo 3 ed Agreement frcm the 
orovlslon3 of the 195^ Contract are for the purpose of placlng 
the Expre33 Company ln thi 3 new statuo whlch I have Ju 3 t 
described. A few are alnply for the purpoce of clariflcatlon 
or to conform the l*nguage of the Agreement wlth rresent 






128 


v 


«. a. . V, » w “ 


i: 


15 


I shaj .1 now describe t.ia chunges of subscar.ee ar..: 
'.rulc r? the reajon fcr, and the effeet of eaeh c r . s . 

Carload Traffio 

. — -> r aj 1.0 carload errpresc; trafflc, t h 3 ^ - c h a n * ~ n ^ 

1h only. A otated percentags of the gro 33 rev*nue 

will rer.tinue to be paid direct to the railrcada handling the 
trafflc. Article 9 , Sectlon 6 and Articla 10, Sacticn 1 of 
. h? nfirf Agresmenu nidics thla elear. Howve? f the percentag** 
to be 30 paid la changed frcm Q0 to 87 - 1 / 2 . Scme rallrcada 

t 

do not participate at all ln tha carload trafflc, and a mrr.ber 
of othera do 30 only to a alight degree. In order that they 
nelthar recelve a wir.dfall from, nor are injured by, the 

■ 

Expreaa Company* 3 particlpat Ing in sueh trafflc, the portion 1 

j 

of tha revenue to be retalned by lt muat be approxlmately 
equal to lta egpenaea ln handllng the trafflc. When the 1954 
Agreement was drafted, lt waa belleved that 10 per cent of 
the revenue would be sufflclant for thla purpoae, but morę 
detailed coat atudles, whlch have been nade 3lnco that tine, 
lndicate chat the Expres3 Company '3 e^penoes ln connectlon 
wlth carload trafflc nverage 12.4 per cent of the revenus. 

Another change wlth respect to the carload bu 3 in ?33 I 3 
contalned in Artlcle 2, Sectlon 2(a). The Expresa Company 
now handle3 all thio buoinesa and will contlr.ue to do 30 in 
the immedlate futurę. Any road may tako lt baok cn alx 
nonths' notlce, whlch proyiolon I 3 the same 33 in the 19*^ 
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Centra ot. The chsnga la thst, one? hnd-.g t.iksn the buoir.e: 
fre.n the Erpreaa Co.npany. a rn . Iron,. canntu . l.i tne fdtv.ro. 


n 1 *• ■* 

d»J « \t V 

3 lSld 

! 1** 

th» pr »:- 'nt A 

• -• '"M IM** 

... , 

y? . S 0 

Cm, 

''ny to 

ha:idl* it. 

If i : •> co. 

be ts\*o 

- In 

largo 

pert fron tho 

C o~pnny . 


finrf it deslrnble to soli part er nil of the rofrigomtor 
car3 and certaln othsr faellitios. It would be unfelr for 
the rallronds bv unilnteral aetion to foree renc^uialtlen 
of cara or brlng nbout a attuntion whore the F^preas Company 
would have a duty but no faellltlos wlth which to por f om lt, 
Th? deflnitlon of carload trnfflc hns alao boen rewrltt.cn- 


Artlclo o. Sectlon 2 (a)— but only for darli* leatien j no change 
ln prosent prnetlco will result. 

Pooling Provlsiona 

Tho Comml 33 lon, of course, ta lntoreated prlmarlly In 
♦■ho now routlng proylslons nnd thoae pertnlning to the 
pnymenta to tho rnilroada for lcl eaproaa trnfflc, nince tho 
application horo I3 for approval of the peollng of trnfflc 
nnd revonues. Thoao nrovlalona are nlao of prlr.o lnportnnee 
to tho Expreaa Company and tho futurę of the bualnooa. They 
comprlae the h«art of tho ovor-nll plan for futurę operat tona. 

To achleve frondom of routlng, Artlcle o of tho 10 u U 
Agrooment on dlvlalon of compet.lt. i ve trnfflc la deleted ln 
lt 3 entlrety. The pr.net 1003 obaerrnd ln the pa.-jt nc lnng«»r 
have nny benrlng on the operation of the bualnosa. Inatead, 
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fchs Ertpre 13 Company is aćaionished In Artlcle 2, Secticn l(d) 
to eon-u ot che bv. 3 ir.s 33 efficler.tly and eccncmlcally, ucing 
3uch ro-ceo and modę 3 of tranaportatlcn a3 ohali, in ioa 
Judgmscc. be most adyantageoua In achisving thia objsetirs. 
Articl* 2, Section provides that the E^presa Company may 
select ary instrumentality .for the tranoportation of erepresa 
traffic and a ha 11 hsvs fuli freaćcm. of ront Ing, with or.e 
encaption only. If it 13 prepesed to dlvart traffic fren a 
railrcad to ar.cthar modę of tranaportaticn, the railroad 

i 

shall reeeive rea3onable notica of 3uch intenticn and la 
given the opportunity of appealing fren the '-lanagement to the j 
Board of Directcr3 of ths Expras 3 Ccnpany. The Soard ł 3 • 
declaion shall be finał, r do net believe this provision will 

! 

cperate to prevent any such dlv 3 raions when real aćvantage3 

I 

to the business a3 a whole can be shewn to be likely to re3Ult! 

' 

thsrefrcm. 

1 

i 

The provl3ion3 I have de3cribed will not lead to a radica 
change in operatlons ón October 2, sińce thsra has net yet • ! 
been tine to study the subject intansively. Nor do I r.ean to 

i 

! 

imply that mo3t of our pre3ent routing i3 wrong. But tha 

i 

shacklea are removed, and wa have already started a study 
of ohange3 which 3 hould resulb in morę aconomical operatior.3 
and better 3ervlce to the public. When. changes for th.3 better 

1 

are four.d, either financlal cr service-wiae they can be nade 
effactive. It will ce up to the Expre3a Company to werk out 


ri 
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the beat methoda oi' ocera^ing the fcu 3 *.neaa. 


“he r.ethod o f paylng the roilrcada for the Ir corv 4 .c ?3 


In carrying expr«33 will be changed In sianej. Per twenty-crj 


month.3, the preaent plan will be continued wlth relatively 


minor mcdification3. Then, for elghteen montha, paynenta 


will be nade cr, a car-foot mile baai3 wlth the rate3 daternined 


by experisnce ln a past base period. Finally, beglnnir.g on 


January 1, 19-3, payments will ba on a car-foot nile ba 3 i 3 . 


wlth the rates ćetaralnsd by a uniform out-of-pockat coat 


formula. It mlght be thought deairable to go to a purchase 


of tran.3portatlon basls imnedlately, but I thlnk lt can be 


damonatrated that there are sound reasona for the tran3itlon 


period. 


Prom Octcber 1, 1959 to June 30, 19^1, the rallroad3. 


as provlded in Artlcle 9 of the new Agreement, will continua 


to recalve, for lcl trafflc, the rerainder of the grc33 


revenuas after the deduction of Expre33 Company expense3, and 


basla, aa at pre3ent. The rea3on for thls i3 that a prlcr 


ba3e period ls reguired for the determinatlon of payments to 


individual railroada when they are madę on a car-foot mile 


baala. It seem3 elear that this ba3e period should be a 


dlstrlbutlon to the roads will contlnue to be madę on a sampling 


■ < 


period during whlch the freedom of routlng provisions are 


ly 

A, 


ln effect. Otherwlse operatlon during the payment period 


mlght be so dlfferent from these during the ba3e period that 




> 


P 
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* t3 “ 5 - "'culd *iave little yalldlty. Aoccrdingly, 2uch baee 
Pw^iod be fcha fcwelve mcnoiUi ii-aai ./uly 1, 1960 to June **G, 


LO-: 


The Zrtpr&sa Company <;iil l~/e unttl July l, 1960 tc 


9, 1: 


9 !! 
J! 


11 'i 


12 •: 


13 '! 

!l 

n 




■-> :i 


13 !' 

1 


13 


rearricge ou^it operat i on 3 aa need r ■ >a changed. 

r.-.are ara, hcwever, t?ro changea effactive Ocfcober 1. ?rcf 

on reel proparty and epulpment 30 ld by the Expree3 Company 

Tflll ba re.ained by it, Inatead of golng lnto revenue3 to be 

dlstrlbuted, a3 at prssent. Thla change I3 In Article 9, 

Sectlon 7 , of the r.ow Agreement. Thla will pernifc the łraae- j 

dlate accumu^atlon of funda for capltal purpo3es, to the extent 

that 3 urplua property can be dl 3 posed of on advantageoU3 

terma. Theae funda tnay not be great ln the Lmediate futur* 

• ~ * ! 
but at laaat a start can be madę. i 

The 3econd change durlng the initlai period is ln 

accountlng for revenuea on lcl shipmenta movlng ln three cr 

four grcup3. The Expre33 Company co3ts on theae shipnents 

are chiefly ln the orlgln and de 3 tlnatlon grcupa where the 

terminal services are performed. There are aome Ercpreaa 

J 

Ccmpany costs ln tłi$ Int< 5 r*n 30 dlst0 group, but tłioy 

i 

tively much lesa. However, the revanue at present I3 pro- 
rated to all road 3 on factcrs which a 3 suir.e equivalent e:cpres3 
oeminal cosc3 ln each group. The ne",y Agreeir.ent aaalgns 
37 par cent of the suci of the orlgln and de3t Ina tlen ahlcicent 

i 

1 

handllng co 3 ts tc the orlgln grcup, 2 6 par cent to the Ir.ter- 
medlate group or groups and 37 per cent to the de3tination 
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group. Thls i 3 accompliahed by an :dcUtional saualisatlor 
adjuatr.ent as provided in Section 8 (c) nr Article 9 of tha 


naw Agr 
desti-a 


--mant. The preaent adjuotment ls between origln ani 
ion group 3 only. The addltionnl ona will add for each 


ahlpmar. 1 : 13 par cent of the sum of the average ahipment- 
handllr.g cc 3 t 3 in the origln and deatination grcupa to the 


rev«nus3 cf the origin group, 13 per cent to the rever.ue 3 of 
the de3tInation group and will aeduct 26 per cent frcm the 

1 

3 group revenue of the intermediate group cr group 3 , 

j; 

10 Payment3 during the 18-month period frora July 1, 1961 

11 to December 31 , 19 2 era covered by Section 2 of Article 10 
of the new Agreenant. Raił transporfcation reyenue for each 

13 grcup for each month will be determined by crultlplying the 

;j 

1;i : car-foot mile ratę for the group by the number of actual 

_ as3igned car-fcot miiea of the group. The ratę to be U 3 ed 

i! 

16 be determined by divlding the group revenue 3 for such 

{i 

period, ccmputed under the old rcethod, by the a 33 łgned car- 

*' ii 

13 foot nlle3 of lcl expre33 in the group for the same period. 

ji 

13 For rnontha between July 1 , 1961 and December 31 , 1961 and 

! : j 

2 C b«tween July 1, 19 -2 and December 31 , 1962 the ba3e period 

i 

! 

21 will be July 1, 1960 to December 31 , 1960. Por the ncnth 3 

1 

between January 1 , 1962 and Jur.a 30, 1962 the base period will 
be January 1 , 19 1 to June 30, 19 6l. The group r 3 venue 3 30 
aacertained will be di3tributed to the individual railroad3 

i; j 

in that group on the ba3i3 of che relaticnahip between their 
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e*? r.iie and •-.'•.a gr c 

baoe period. 


? • r ~-f 1 J- n 


£ 




At the end of each ołrc-nontk period the total raił fcrar.j*. 
portation revenue for all roada which would K?.va been payabłe 
had the Artlcle 9 rr.ethod of payrr.ent still baen in eiTect wili 
be ascertained. If this amount is greater than the paymenta 
actuaiły mada to all railroads the exce33 will ba divided 
ecjually between the Expreoj Company and the raiłroad3 aa a 
whole. The Expre33 Company can thu3 earo a profit ćurlng tfci3 

ł 

period if grcup revenue 3 can be increaaed at a highar ratę 
than car-foot milea. I believe thi3 can be accomplished. 

The transition steps end on January 1 , 1963, and payments 
beginning on that datę are covered by Section 3 of Article 10 ! 
of the new Agreement. Thi 3 13 a pernanent baai3. The group 
raił tranaportation rsvenue will still be determined by 
multiplying the group car-foot nile ratę by the number of 
lcl exprs3s car-fdot mlle3 in the group. The group rata, 

I 

however, will be the out-of-pocket car-foot nile co3t of 
jranaportIng expre 33 by tne rallroad3 in the group 33 a 
whole. This in turn will be determined by the use of a 

uniform formula approved by at least three-puarters of the 

’ 

railroad Director3 of the Expre33 Company. If 3uch appromal 

cannot be obtained the que 3 tlon will be decided by arb itration. 

- • 

I 

A very conaiderable amount of study will be repuired to 1 

i 

develcp a 3 atisfactory formula. Field te3ts nay be neceasary.*' 


* 


* V 

ł 


f? 
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Sanpling procaduro3 may have to be deveicped. Ali th ‘3 w l' • 
taka -’_re --nd ohat is the rsascu .•- 

P 3 -' :: ' r ’ -is until January 1, i.5‘ r 3. 

:.-..:ią vS.ll bo dijtrijute. —cng *ha 

ir. one rroup by the same mathcd tbat will ba folie..id ł r. 
tha J-.y 1, 19-1 to Dacambsr 31, 1962 oarlcd 1 * b” ri«-- 
th - -slatlcnshipa of tha basa period. Llkewiae, the total 
pa,/..i en*. 3 w»lich would have been due undar Artlc^ 0 9 ^f 
were stili in affoct will continua to ba ascartained and the 
exce 33 , if any, over tha actual paymsnt3 will continua to 
be dlvldad betwaen the Ebcpreaa Company and the contract rall- 
roada. Pooling of revenuas will thua continua to thla extant. 

On tna perr.anent ba 3 ia tha Exprea3 Company will be able 
to eorn a profit If, aa we hope and expact, group rsvenuea 
can be nade to &xcead tha total s.rpensas of the Exprs33 
Company, including the required payment3 to the railroad3. 
!-!oreover, In thia case the rallrcada will be abla to racomar 
3omethIng ovar their out-of-pocket co3t3 of transperting 
espreaa. fha proflta of tha Expres3 Company will, no doubfc, 
" Jod3st at flrst and will probaoly all ba usad for necessary 
copltal expendlturas for sorne tima to ccne. 2ut the bu jir.es 3 
vflll be on itj way to belng on a 3ound focclng. Thia rr.ay 
sound semawhat optinlafclc, but I think It can be dane. Zt 
muat be dona if the a::pre 33 business i3 to continue. 

j.qually Lmportant, the Expres3 Company management will 
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k.iow what «fc» unit coao of th° son..> 5 . . . . 

*~ to - - a s a waole wili be. 



. • ■• 1 • a _ 

>7 i JL * " i ^ * _ -, 

'* *-i«uxac^.s trafne polloisa, a rea — 

\ r ^ 


-aće strrcture and acer.tr.ical crantl- ,* ? rcceJrra 3 . ?c , ; 

; ■> 


tL - 9 0Ur b0 - 3 will r.flect a ce;t for traaspartati r 


- 

“ nd etiectlva budgetir.g of thia e.rcense. 



Cther Important Charge3 


- 

The change 3 I have desoribed ars thoee relat*ns to 


£ 

oodifU,d pooltnj arranjenent:, whlch nurt be approved b y the 


- 

Comnirtlon. There are eona other chenges whlch er. fcpertant 


1 £ 

to the ccnduct of the business and shculd be r.entlor.ed! 


H 

tilS P 33 w t h° ^ • %_ 

‘ es3 Com P a ny nas borne the cost of all 

' O 

da naga to its prcperty and injurr to P mrio W 

J ^ co XC3 ernplcyea rsgardls33 

| j 

* ^ 

cf whers the fau' ,+ - i 3r r~. ., , 

lar * " hl3 13 changed in Article 13 D f tha 

f 


A5r8?3,nt 3ad *» ^osed on a raiiroad when ‘' 

i 

i **. 

3 ' J=h d "“ 8S ° r lnJory 13 caU3ed »y «3 ocle nesusence. Thie 

| 

j 

X T 

change is clearly ecjuitable in view 0 * th» • *. 

vie - ł ril * nsw status of the 

i 

i 

j 

* 1 **• 

•c-^preen Company. 

I 

I 

-■ 

The Expreas Ccnrany *111 renem Heble for en a 033 and 

f 

*> t? 

d ’ la '’ ° f and da=a3B t0 e *pre 33 shlpnents. As to carload 


20 : 

shlpments, the 18 - 1/8 per cent of the rewnues retałned by 


2; ■ 

the Company maices allc*anee for thls faetcr. Aa to less- 


•"} ••> 

oarload snlpner.ts the malntenance of reeorda sufflclent to 


— • 

dhow where the fault ntght Ile would be rery ex?enslva and 


- 

waatefnl. Article 13 alsc apella out In detali the rlghts 



end duties of tha perties fu ^ , 

f i tiea c-no one prccedures to be 

1 
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in cettlir.g cl^ir.3. 

Subst er.tial changes have fc -r. -aue in Article cf tr.-t 
pr..sen: Agre i-.ent coverir.g ar.andrar.^ 3 , v.-itr.dro-ai .'roni.?', 
and sett'.:-.-nt c * acccunfca. thi? Articla bscc-.e: Art Lola ' 

cf ths r.ew Agreer.ent. 

Th a rresent Agreerent provldes that it can te arr.ended or.ly 
by unanimoua conser.t of all railroad3 partias tc it. A a*.:.-'.-? 
road can błock the char.ge decired by all othera and this ia 
so even lf such road no lcnger har.dles exrre3s, ii' it ha 3 not 
femally withdrawn frorn the Agreerer.t. 

I can giv<? you setne exar.ples of this. I think we have 

i 

14 railroads who setne months ago served notice of withdrawal 
frorn the pre3ent Agreerent effective at the er.d of thi3 yaar. 

We have nere than that, but of thoae there are 14 who 

I 

have not handled expres3 for a lcng tire. 

. 

It was nece3sary in order to r.ake this new agreerent 
effective, to get their assent to the terma of the agreerent. 
but which they will never operate under. 

In this connection I might al3o say yesterday the Lehigh 

i 

Valley advised re that if the contract is approved and the 
other esaential features of the plan go into effect the Lehigh 
Valley Rallroad will re3cind lts withdrawsl. It has airaady 
a 3 aentad to the new provisions. 

The Naw York Central, as you kn ow, ha3 rade a sir. i lar 

statenent. ~J 

. J 
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This f.? 2 turę ha o 


a anenćr.er.ta very difficult Ir.d^ed. 


s * etloa !'«) of tfc* new Article lr still pr ovld 53 that cha 
Agreerent 3 ha 11 ba uniform at all timee, but it ca-. b=» g-■»-£** 
by the ccr.ssr.t of railrcad3 represer.ping 65 par cant of the 
total car-foot r.ile3 of e:*pres3. A non-cor.aenting road nay 
v;ithdraw upon the adeption of an ar.enunent, but lf lt rerair.s 


a party co tne Agreer.enć it will be bcur.d by the cr.er.ded 

teras. The flexibility of these new proyiaicn3 i3 obviou3ly 

* 

desirable. 

The term cf the new Agreement (Article 17 ) 13 the sar.e 
ae at present, until Decerber 31, 1973 , but the withdrawal 

l 

provi3ion3 have been char.ged (Article 16, Section 2 ). No 

* • • I 

road can withdraw during the firat tranaiticn period, 

October 1, 1959 to June 30, 19 ol,except, 33 I have 3 aid, lf the 
Agreenent is amended agaln 3 t it 3 wi3hes. This prohibitlcn 
ia clearly desirable in order to give the Exrre 33 Company a 

reasonable tire to prove itself. 

‘ 

Ar.y road is permitted to withdraw at the end of thia 

i 

period, on June 30, 19 " 1 , on relatiyely 3'nort notl »— 90 days. ! 
This provlsion wa 3 inserted 30 that a rallroad de 3 iring to 
get ouu Su the end of the period would not be underthe neces3ity 
of naking this deci 3 lon and of aarving notice only a few month3 
after the start of the period. After June 30 , 1961 the 
withdrawal provi 3 lons are sLr.ilar to thoae in the present 
Agreenent except that the recuired tire of notice is shertened 


% 
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l£ to 12 nilu in tha ci* f:j ira: read 

givir.p z : r. ? r^tioa, e *. J frcra 12 mo: ths co 8 jsjntha In the 
caaa :f ithar roni: doclrlr- to ;;lth i.-nw on t *..* dat*. 


Tha 3 ; 


- ^ 


l-:: seern snipla, particttlarly in /law of th* fact 


that, a: I -hall r.enti on naxt, tha detailad accounting aa 
fcetween the withdruwlns road and the E:<praaa Company prcvld*d 
in Article 17 cf the praasnt Agreer.ent will no lcnger ba 
raquirsd. 

Tha remaining changS3 in Article 1? of the presar.t Agrea- 
r.ent ara the delatlcn of Sectiona k and 5 ralating to the 
right3 and obligationa of tha part las upcn withdrawal and 
the 3attler.ent of accounto upon temination of tha agreement 

ł 

and llguićaticn of tha Expres3 Company. Thi 3 is elearly in 

lina with tha naw independent 3tatU3 cf tha E.-cpresa Coarpany, 

>* 

which will now be expected to stand cr fali cn its cwn. A 
nost import.ant re3Ult is that termination of tha operating 
esreement will not, of necaasity, forsa liquidation of the 
E:cpras3 Company 33 i3 prcvided in Saction 5 of tha preaent 
Article 17. Thl3 abaolute reąuirement of the presant Agree- 
r.ent turnsd out to be one cf the serious difficultios in 
worJcing out a plan during tha pajt few montha. Lłcjuidation 
will not be tha only courae available if major rcada withdraw 
from tha naw Cor.tract. This imporfcant char.ge is most definlrai - 
in tha public lnter? 3 t. 

Tha treatmant of tna adyancas which wa3 spellad out in 
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Afilcle 17 of the ...... « . . 

‘ J ' u r.ao bean taken ea;*» 


rropcaal i;a ncte 




** A »• Vł 4» rv •£ 4 « • 

W >-* k. u V, J.P. , . 2 u ^ ^ ?• X*. . 

v ''*«• • w V* V. 1 


Ti-ipa--*-, cbligr^tcn to i;..,- 


• - -a 3dld^ an appi?.. 2 . 


a ' Ch0rłty t0 ł33as 3 «h notes win be fUed with 


thi Corr:i33icn. 

I r.r/e de3cribed all chane^a rt f 

“ 2 “6— -raportar.ee which hava 

bsen rnade ln kke proposed Agreeneot T v a >,i 

6 e “-"" Tł *9 kalane* of changsa 

3 *” tn n!n ° r <,3f ' 5113 ° nly =" 3 not In sny way aff4st J 

. poollng arrangeaents. All changee ara potnted out m tha 

:o ■ " 0te3 łn Łt;,łMt C t0 ths »P?licatlon m this proceedlng. 
OPERATIO.TO WC3SR THE IEW AGazSMEM? 

? i, • 1 KC ^ - d - Li "“ to c-^cae with a few rewarks about futurę 

3 ! ° p3ratł0n3 - 1 2l --«dy rafarred to the ccrpleta study 

< | ° f the e:tp ” 33 rat3 8tra ' tu « »Moh 13 belng inltiated. i 
, ; balleve tfcat thia l a a metter of great teportar.ee and tfcat a 

* \ 3trUCtUr ' CM * aSVel ^ a **«* «1U result 1 „ teoreaaed 

revenue3 for the Company and at the aaae t<ne be ao ^ , 4 . 4 . 

- : oe aore attrać* 

» M ” 4 ° lnp#rtant «"«* ° f «**»»* ser Pice. Fur.darental 
to our approaoh to this problea Hl „ be tha convloMm of 

nanagaraent that we cannot surytee aa a stand-by oarrler for 

** ^.Tfic tfhicn other d 7 ^n< i iA'i ^ f* 

" 3 0i tA anaportation elther oannot 

cr will not handle. 

Tna lntensire thought whlch haa bean glven over tha laat 

f,W n ° nth3 t0 tJ “ I ’ aductlon e.Tpar.3,3 will continua and 
thare will be added to It lr.tar.alva atudlaa of oraya to i-row 
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t 30 —CO. In lina Vflth OOC*. Of v'' 1 ?w? Oiij JjtV’33 2 ; - - - . 

schedula of rar-^red caottal arcoar.ditures has beer. dra-o 
Studies alraady ccnpleted indlcnte th-at tha in 7 * 3 te*-.t of 
abeut 10. 9 nillion dollara will result ln anr.ual 3 avlngj of 
about 3.9 nlllicn dollars and will greatly lnprova the aar/io? 
to tha puollo. Thesa e.TpendIture3 will be for naw truc.C 3 for 
over-the-rcad truck routaa, fcr two-way radioa for jruc-c 
diopatch, fcr conveyor systems In a mrnber of termlr.al 3 , and 
other equlpment. In due cour3e ralocatlcn of scma terminala 
will ur.ćoubtedly ba found de35rable. Thla er.tire program 
cannot, of cour3e, be put Into effect imadiataly, 3lnce tha 
capltal ls not now avallabla, but It can and will be 3 tarted 
at once and a subatantlal part of the new equlpment 1 
3cheduled fcr flrat-year purchase. 

I am awara of the fact thai 3ervlce ha3 not fceen altogathe 
sati3factory durlng the pa 3 t few mcnths. This vr ?3 tha ir.avi- 


table re3ult of the dra3tlc economies, same of which wara 
effactad wlthout much notice. Thls program was ab 3 alutely 
e33entlal lf the buslne33 was to ba continued on any bajla. 
A 3 I 3ald, lntenalve study will be given to tha matter of 
provlding battar sarvlce whlle preservlng In larga part tha 
eccncmlea effecteó 

In dl3cu33lng sarvlca I rhould add wa do net cor.tamplata 
dl3contlnulng exprea3 3ervica at any pointa on tha Chicago 
and North Weatarn where thare ls any 3Ub3tantlal volume of 
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Sueh pointo will ccniir.ue to be 3 erved in eennaotitr: 
wlfch othsr carriero or in ccnnection with the Ncri>- Western 
unćer arrar.gsnent3 outaide the Standard Asraement. 

When it appeared that the Eapr -333 Company nigl.t ba 
llquidated all raił expre&3 adverti 3 ing was dlscontinued, a 
sub 3 an.. »al pcr^ion of bita salsa forcs di 3 mi 33 sd and mu 3 a 
nuch truek maintenance was deferred. 0 bviou 3 ly, these 
activitiea ars essantiai to a continulng business and they 
./111 be re-activated at a cost cf approxinately two ralllion 
dollar3 annually. 

Por the rsasons I have outlined, I toelieva the 2xpress 
Company haa a futura. The thought givsn tc the subject during 
the last few raonth3 ha3 convinced ua that one expres 3 company 
ratner than oeyeral of them, or the operation of the expre 33 
bu3ine3s by each rallroad lndivldually, 13 clearly in tha 

interest of befcter aervice to the public and of econcny in 

. I 

operation. Cer^ainly, the continuance cf one company will 
not reotrain ccmpetitlon, sińce the Company at present ha 3 

as much competitlon a 3 any bu3ine33 tnat I kncw of. Parcel 

' 1 

post, motor carriera, air freight and freight fcrwardera are 
all very active in the smali shipment field. I do lot antl~ 

i 

cipate that they will becor.e less 3 o, but I do antieipite 

• t j 

that wa will develop for espraaa a place m the transportaticn 

ł 

picture of the country where we oan usefully and profitably 
service the shipping public. 


» * \ 

■* 1. 
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The Agreanent nov propoaed *j a grsat i^pror^-.snfc fy-* 
th<? 3tandpolnt of E::pre 33 Company opkation 3 over the cr.e no w 
in effect, At the very lea 3 t £t io undeniably t:*ua that this 
Agree-nens if aporoved aa subnlteed, and If the othar rarf 
of the program beccme effective, will serve tha public intereot 
P2*3venting the liouldafion of Railway Errpres 3 Agency afc 
tha end of 1959. We beliava it uf.il go inuch further tlun thla 

1 

and pernit U3eful and profitable cperation on a permar.ent 
ba 3 la. In any event, the Expre 3 3 Company 3 ubmito that the 

I 

approval by the Corml33ion of the pooling arrangement 3 con- 
tained in tfce naw Exuress Ooerationa Agreement will be in 

I 

the public interest. 

1 

Q 1 '^** Fletchei*) Doaa that ccnolude your atatement, 

Mr. Johnson? 

j 

A Ye3, sir. 

Fletchert 1 have no further que 3 tion 3 . 

i 

Exam. Hoamer: Any question3 of Mr. Johnson by way of 
cro33 exaninatlon? 


i 

A Vclce: My name i 3 John E. Nlghtingale, of Washington, j 


D. C. 


Exam. Ko3mer: Ali right. What i 3 your queation, 3 ir? 
i-!r. Nlghtingale: During .Ir. Jchnaon ’3 teetimony t 
aighp say I have had 30 year 3 1 ccntact wifch the Railway 
Expre 33 Agancy, and it3 predece 3 3cr ccnpany, and niy father 
put in 40 yeara with the pradece 33 or ccrtpany, and I wcrked 








' 




,oo 
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abcut 15 years for the Expresg Company. 

In Kr. Johnson *3 teatinony thare is no 3p«cific raferer.ee 
to labcr C03C3 with rslatlon to the condition of the company, 
and I believe in tha New York Office Mr. Johnson 1 3 reportaa 
as having sald that 80 per cent of the company*s operat Ing 
costs are devoted to labor. 

ii I 

la that rlght? i 


3 


13 ■ 


1 ^ 


20 


O \ 


The Uitneas: That I 3 about rlght. 

Mr. Nłghtlngale: My r.ext queation refers to operatlng 
expensea, and I have noted ln your otatenent you ccmmented on 
that a lit tle bit. 

As you te3aifled the 3ervlce has deterlorated in the ia 3 t 
tw ° years » and in the apportlonment of expense 3 hcw do you 
expect to get around lt, and how are you golng to inprove the | 
3ervlca if you cut off all the help, how do you expect to 
get around lt 30 you can cali lt quality expres 3 sarvioe and ! 

still cut your expenae3 to the bonę and calntain your enpreaa 
aervlce? 

The Viitr.es 3 : Weil, Kr. Nłghtlngale, I thlnk you ha 7 e 
stated an obJactlve whlch ls certalnly ln tha raind 3 of the 
Management under thls new Agreer.ent. In othsr words, ycu ure 
a3^ing me hcw we are golng to be a great aucce 33 . If I could 

glve you a pat anawer to that ąuestlon rlght now lt would 
be a niracle. 

But, I an surę thl3 agreemenfc set 3 up arrangenenta that 


/ 
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will prcvia 3 opportunicy and incenti.ee which will help a'- : i 
poople in the Expr333 Agancy, and glve thea naw ha pa and 
courage and ccnfidence in their employnent, and I fully helie" 
we will get all the cooperafcion the people ara hur.aniy capabla 
of givlng, and I think you probably would have liked to have 
worked in that kind of an arrangement. 

Mr. Nłghtingale: Thar.kycu, sir. 

Exam. Hosmer: Any other qttsstlon 3 ? 

(No respon3e.) 

Exam. Hosmer: Apparently there ars nonę. 

You are excu3ed, Mr. Johnson. 

(Witness excused.) 

Mr. Niebank: May thi3 be off the record, sir? 

Exam. Hosmer: Off the record. 

(Dl3CU33ion off the record.) 

Exam. Hosmer: Come to order, gentlemen. 

Wa have several statement3, one by Mr. Fred Carpi, and 
one by Mr. W. A. John3ton, and it has been sugge3ted they need 
not take the time to read their respectiye 3 tatement 3 personall 
lnto the record. 

Dces anyone object to the statements being copled into 
the record without having been read fron the stand? 

(No reaponae.) 

Exan. Hcsner: Now, off the record. 

(Di3CU33lon off the record.) 
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I.03Tr.ar: ck cn t: 


i--5;crd. 


Ló-t th* r-eccrd nho* Er. Cnrnl':; s >at—^v- ** • i •- = 
i.130 the raoord, and bs giv-n the ser.:? fcrce and flJ • - 

and as though mad by hlm. 

FRED CARPI 

W33 3: ' orn testified aa follows: 

DIRZCT EEAMriATlCli 

9 (B7 st ’* Hiebanlt) Will y0 u State your r.a~e ar.d oceupatloa 

fcr the record, sir? 

A My nar3 ia Fred Carpi. I am V iC e President-Sales of 
The ?ennsylvania Railroad Company, and also a Director of the 
Railway Empress Agency. 

Q Do you ha73 a atatem.ent to make 3Ir*? 

A Yes, 3Ir. 

i* [ 

The facts and circuastances leadlng to the eonaolldatlon i 

of several separata empresa companies into one e^press carrieri 
and the ultlaate acpuisition of that single company by the 
American railroad* ara wali known to the Ccnanission and need 

|i 

not be repeatad here. In brief, it need only be sald that 
sińce 1929 the ownership of the natlcn'3 only empreea company, 
aaide frcn the Southeastern Express Company which was r.erged 
inco the Railway Ezprasa Agency in 1938, has been a Joint 
enfcerprise of the American rallroad3. For the first 25 yeara 
of that oansrshlp the railroads operated under one standard 
agreement. For threa years prior co the ercpiretion cf the 
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19-9 ccr.rract I participated -vith saveral other railroad 
^ '^' j ~^ — la litud ^ 03 ^ ti-ijCt .1 jo*cr.j sr^cl wnlcn 

lad tc ::.} Star.r--.rr: S::prad3 Crarati:: 7 Agre~n?nt of i-Terch 1., 
195-, -T.lch ’433 approv*d by the Cormlsjion In 3cf.cot ,‘fa. 

3131'“. I::rri23 Contract 195 1 -, 291 ICC 11. At the tir.e the 
poolir.g feature3 cf that contract wara pre 3 entad to tha Com- 
nl33ion fcr approval I testified cn bshalf of all cf tha 
railroads.. I then deseribed 3cae of the probleas wlth whtch 
tha railroads were faced ln the hsndllng of expres 3 traffic 
and outlined hcvr the 195’4 contract attempted to r.eet thoae 

i 

; 

problen3. I indicatsd that ccr.patitlcn frcm govarament 
parcel post servlce, a Ir carrler3, motor carriars ar.d frelght i 

i 

fcrwardars wo3 then and would continua to ba of such magnltuds 
aa to costpal tha Railway Sxprs33 Agancy, If It hoped to hava i 
any chanca of aurvival, to cparate ln the most efflclant and 
aconomical mannar. 

Cparatlon3 have novr been carrled on under that contract 
for over 5 yeara, but scme tira ago lt become apparent that 

l 

wlthout dra3tlc ravision and recrganizatlon of tha Agancy 

: 

lt would not be econcmlcally feaslble to continua lts erl 3 tence, 
In fact, lt bacame elear that certain contractual changa 3 
wc-uld ba nacassery tc parmis the Agency to ccmpets effectirely 
with othar" smali package transportafclon agancla 3 . 

Under the 195- agreerrent withdrawal by lndlvldual nil- 
roads >/a3 permltted after Dacenber 31, 1958. Ser.a srali 
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fithdrew at that 

tirr.e, and c 
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excanalne stućie 3 , discussions and negotiations wers begun 
ir. er. attampt to discoyer if the Raiłby Sspress Agency ha i 
any raal eccncaic usefulness under prasent day transportatlor 
conditim.j. Th a atudies ar.d discussions coyered a broad rang, 
of subjeets. It aocn became evident that what wa wara faoed 
wlth was net the eccpresa problem alone, but merely one facet 
o. *he Ijirge problem which has been ćeceptlvely titled the 
"smali shipment" problem. The diffieultles attandant upon 
the transportaticn of srali shipmants have been exonlned and 
dlscuased by the Interstate Commerce Commission and almost 
every other grono In the country that has any Interest In 
transpcrtatlon prcblsms. To me it has always been astonlshiag 
that there are only three agencies In this country which eren 
ato^mpt 1,0 provlde a completa 3nall package seryjtca—the 
United States Post Office, the Railway Ezcprsss Agency, and 
Railroad l.c.l. servlce—all of which have been doing it at 
terrific annual lo33as. Por express the problem arisa 3 
basically ircm its gradual evoluticn from a monopoliście 
premlum sarvlce to a standby seryice fcesieged on all sides 
by ccmpecition, scne of which 13 subsidlzed. That conpetition 
r_.. w ti.e gamut ircm the United States Governaent in its parcel 
post service to the highly speolaiized private ccmpetitor wha 
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P - * ; = and cho:.3e3 attracr^ya t-af*- -• • «,’«•* <•« . 

'* Jł * -“ «*ov*ng -n neavy voiume 

bać*—.-. high ćenrlty pointa. 

811 fcha railroad d?scu33i3n3 the cera o" tha Agen-r *•» 
dUfisulii*. was traced ia larga meaaure to tha fact that It 
haa i.:, be<in run aa an independent bU 3 inaas. The presant 
accounting provlalon a provide tha Agancy with a blank check fcc 
pay 1Ć3 ajcpenaes, with tha rallroado* gett Ing what l 3 leffc 0 ye- 
f°r lina haul trar.spcrtation. As a result, we disco-zared that 
many people, including sonę of tha Agancy>a own personnel, 
looked upen the dlfference between what tha Agency collected 
frem the puollc and lt3 own ccsts ao 3onething akin to a proi'1 


This attltude, of couraa, la fcased on tha ccmpletely faUaciou 
aasumption that the lina haul tranaportatlon of expre 3a is fre. 
Nothlng could ba further frem the truth, for In fact tha linę 
r.aul transpcrtatlon ls an Integra 1 part of erepress business ar/. 
*3 gatting morę co3tly every day. 

In tha course of our studies we even attacked the basie 
problem of whether or not the handllng of expre 33 through one 
unified company was econorudcally Justiflabie. Howerer, the 
resul- of all thls analysis was that we always ultimately 
came to the same coneluaion—under preeent conditions one could 
do it bettr for all than each could do it for hiaaelf, pro- 
vld ' d cert?,:ł - n changea were nade In the Standard Agreenent. 

Thia naturally lad to study and discU 33 ionas to what 
changea could be madę in the Standard Agreement to make 
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th * ***** * =' J «*3aful an^rprlj* ln 6hł p . lbUc inbs!>ejS . 
y - fc 3 P=*«-*f-:table ora for tha railroada. 'Cha Air.3aKsr.tal 


principia was that the Agen.cy rauat be placeć, insofar as 
P033ible, on an independent footing wlth nornal profit and 
I033 nctiyatlcns and wlth freedon to conduct its operationa 
in lts ovm best interests. Followlng thla principia the r.ew 
ccntract was haamsred out. In the incerim tha Agency canage- 
ment was instructad to make every possible econcny ln operation 
and, in our Judgr.ent, the efforts in this ragard, thns far, ; 
have been quite successful. 

Johnson, tha President of tha Agency, has outlinad 

i 

to ycu in sor.e detali the changas which tha naw ccntract traka 3 . 
1 should llke to ccrrrant on only thrae of tha principia onesj 
The flrst of the3a ls Intanded to offset one of th^ 

I 

isajor eauses of dlsenchantment of the Eastem railroaćs wlth 
tha presant contract. It ls no sacret that one cf tha factcrs 
which touched off the lnten 3 ive study and negotiatlon ln recent 
rnonths wa3 tha fact that tha Eastern rallrcad 3 bellevad that 
they were not receiving sufflclent revenue for the sarylce they 
ware performing for ercpress traffic. As the nonths progressed, 
lt daveloped that the Eastarn rallrcads ware not alona ln this 
disoatisfsction. This part-icular problem was highlighted in 
conn-ectlon wlth less than carload expre 3 s traffic which noves 
th. ougn three cr mora groups. Undar the accountlng provision 3 
of the present contract the revenua frcm 3 uch traffic 13 divide. 


f 
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«. i tha ba3i3 of a prcrata factor ccnatrwcted en tha taai3 ci* 
'cha f lrat »clas3 rata3 In effjc!; en August 20, 1933. Wlthln 
that facter la ccntalr.ed an elor.ant daaignad to cover tha 
Agancy’3 coat of har.dling tha fcroffic. I!cwav ?r, en auch tacy a 
r.;ant3 tiiere 13 rjlatively 1 oj 3 Agancy ceat within tha Inter- 
r.adłata group, and thla iiothod of ulyid.tng rov-nua werkad to 
the ach/ontage of that group. Aa 13 true with many preoloma 
lt *733 not r.acasaary to fir.d a cer.plataly naw principia in 
order to ooive thla cno. In tha preoant agraement there I 3 a 
provijlon for equallsatlon of Agancy 3hlpv.ent har.dllng coat 3 
aa catwean tha yarioua grcr.p. 3 , and tha naw contract providos 
that dorlng tha tranaiticn period, whon tha acccunting -./lll 
ta dera en much tha sorr.e ba; i 3 ?-□ at praaont, a dlfforant 
ccjuallsat.lon adjustr.ant la to ba jrada to provida a rrera 
cqultable dlstributlon of ravanua en tha trafflo mantioned. 

Tha second prlnclpal change, however, I 3 jrobably tha 
mo3t important in tha entlre agreement and raflaota tha 
g:-neral toner of our efferta to płaca tha Agancy In a poci- 
tlen where lt will succeod or fali on ita ovm. The new 
Artlcla 10 proyides that tha Agency will after July 1 , 1961, 
pay for tha transpcrtatlon service lt recalva3 from tha 
railroada on the baala of a fiwed charge par car fcot mile 
and ultlr.ately ln 1963 pn the ba3is of a flccad charge per 
car foot iclle whlch, at laa3t, maats the railroads* out^of- 


pocket co3ta. Thls la truły the blggest stąp whlch cculd be 
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t :k;n to craafco zn incantlva and to r.:s!ca the Agency inCopendJnfc 
in that it3 pcrjonnal will than !cncw what ito fali toar.opor- 
titicn obl.lgationa ara., Th-y//lll hava to opc-rata fchalr 

• i 

cc -pany 33 any othar indapar.dant biusinaąs, that la -,/lbh cha 
nacanaery efficlancy In thair oparatlona 30 that thay can pay 
all tholr b Ula •• -inęli;ding cha coat of lina hanl transport at cn 
'óh’3 changa ccrcblnąd w ich graatar fYaedcn glvan to tha Agsnej 

.In aelecting ita tranaportatlon nadia, whlch will ba mant lor *d 
nant, ahould, :;o sincarely hopa, lead to tha most efficirafc 
and econci.ilc oparation whlch lt la pocalbla for tho Agancy tc 
have. 

Tha third chango i3 that fo-tnd In Articla 2, Sactlcn 4 . 

In cha 1054 3^01 san t :: 1 atta.wpt w 3 nada to gira tha Agonoy 
graatar fraedcn In routing Ita trcffic by railrcad. ?orr. arly 
routing was ccntrolled almost exclustvely by tha divl 3 icn cf 
competltłve trafflc In a flxed hl 3 tcrical partod. Tha 1954 
agra-asnant retalned former dlsfcrlbutlcn .33 one factor but 
acldad tha factor of ovarall efflclancy aa a guida to tha 
Agancy in aolecting raił rout03. Hcwayar, aftar 5 yoara of 
oparation under tha 1954 agx*eement lt now sec-ir.s elear that 
such a limlted fraedcm ls not uuffici-nt to ir.aat tha Aganoy*r 
problems. Although tha Agancy was glv.an graatar freedcm to 
route, tha result wa3 lrrgely that so-called ccmpstltlve 
trafflc W 33 stlll handled as a pool .hlch sra 3 to ba dlvldad 
among the rallroads. 
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Tha naw contracfc claarly ap.?ll 3 oni thafc tha Agancy /hall 
have fraedcm to salact. any Inatru.. ant ality of fcrar.upoi iafcicn: 
aubjact to tha singla limitaticn of Ecard ravlaw of diyaraiuaa 
frcm raił to othar moda a of tranaportation. Thłj 1 V.iltaó.l a 
la raqv.lred bacauce, wharaa3 a particular direraion may app.ir 
to proylda tha p 023 .ro illty of bar.ofifc to tha Agency fro.a a 
short-ranga vi«*.r, it ulfcl.nataly might work a sarioua datr!:.:_r.t 
to tha Agency In tha long run. 

It shculd ba ncted that tho generał principia of frcadc.i 
of routlng and fraadom of moda ha3 been approved by all tha 
railrcada. \Ie no longar hava tha concept of a pool oi traffic 
to ba uividad along hlatcrical llr.ea. Tha Agancy i3 now to 
selacfc 'fnatoycr renta er injtrumantality of tz* >.n 3 porfcCitton 
it i* ind a beat. Aa ałroady indicatod, fchts factor co-.ibinsd 
Y/ith tha naw payment orovi3lon3 will, in our Judgmant, 1-aad 
to an expres3 company which will ba govarned in it3 daciaicna 
by ccnaidaratlon of the bast service to tha pnblic, ccn- 
3 iatant Y/ith tha cconcmie3 of th? smali packaga transportatlen 
business. 

The changa 3 in the Standard Eecpreas Operations Agrsair.ent 
are not rogardod aa aufficlant ia and of thamaolve3 to sol/a 
tha preaent problem of tha Errpraas Agency. Mention haa 
already been madę of tha program of economiea wliich the 
Agency inanogament inatltuted in order' to bring total coata 


morę nearly in linę with total revenues. Of course, it i3 


A 





_ 


V_ £_ 
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«3'2 , 

not aurprIjing that thoaa Gconcmiea alcne could net eli- 


s 

2 

mlnate tha rallroada* out-of-pockot deficita frem a:<pr 33 


3 

* 

3orvice. 

t • • • » • 


Ą 

‘"t 

It wo 3 apparant that if wo 0 vor hopsd to płaco tha 


5 

Agancy on an independent footing, v;o coild not do 30 tr.- 


6 

.adiataly. 2 n fact, evan wlth bha transit len . ,rłcd r/t*o- 


7 

vided :!n tha naw agrsn: ant, and U*-ring which the Agancy 


3 

will continua to oparate wlth ocr.athlng ln tho natura of tha 


9 

preuent blank chack arrangement, It waa obvicns that tho 


10 

Agency reąuired additicnal revanue 3 to give it seme dogree 


11 

of financiel otability while re^haping its operatłona toward 


12 

cha day whan it would pay it 3 cwn tranepoi^tation billa. Hon< 

> % 

" t 

13 

concurrent with the filing of tha applicatlon for approval 


14 

of tha poollng faatura3 of tha naw ecntract, a naw tariff 


15 

was flled which provida 3 for r.iodaat ratę inereasea. It shou' 

d 


be undaratood that thia ratę prepoaal ia an integral p_rt 


16 



17 

of the entire program which ha 3 been formulat ad for the 


13 

continuation of the Agency. In faot, the accept uce cf fchi 3 


19 

program by many rallroad3, including my own, waa premie?d 


20 

and conditicned on the assumpplon that the rata increaia 


21 

would be obtained. In order to give 3 uch railroada an 


22 

cpportunlty to wifchdraw ahould any of the element 3 waa amendc 

d 

23 

to permlt wlthdrawal at the end of thi3 year by the filing of 


: 24 

a notica prlor to September 30, 1950 . 


25 

The increa 3 e was de 3 igned as a fiat amct“t per 100 lba. 


- ' • ■. . 

/ 
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^fclier tl:an o p :rcentaga Ineroaaa In order tobiasz a r e A 2 - 


tlvely lc-.;ar parcentaga lncreaaa on tha ra!afcivaly 1 :js 


ccatly lor.g haul trafflc *;-v. ł .ch lj afctractl/a to cc.;p etlteri. 


It shcuia -O ..udy/jtocd fchot d-.rlng tha truiiritlcn sortcd 


r/.antlenad, rallrcadj ;/ill continua to baar out-of-pcokafc 


lcfos* Inudllng e::pr * ja, but tha nte 'r.cr jajo :.ij pro- 


pojGd norę or lana 30 that tha 3hipper3 v;ho dejlra tha ocn- 


tinuafcien of a:;pro 33 aarvlca oculd rnaet the ra .llrcr.dj p‘u*t 


;;ay .In ;li 3 x*lng a a.iiall portion of thi3 burćon. 


Thore la anothar and ecjually lmportont part cf otir 


ovarall crograni for raorganlzatłon and rayltalluattcn of the 


2xpro33 Agency. Tliła part ccnjlot3 of cn undertaV ng by tha 


Agancy peracnnal to ; n/l z'.t and sfcudy tha ant Ir a sx*t:re33 rata 


atrucinira ulfcli tha cbj ;ot of ;..akVng it ...o*, a raallafclca? y 


attunad to pr 33 ont day condifclcna of transportatlcn cc. pat*- 


tlen. The Agercy ‘3 prosent rataj ara conotructad largily on 


tha baał 3 of scalea related to mileaga block3. For e.iauple. 


tha ratę cn trafflc novlr.g bat-.raen IIiller 3 burg, Fann 3 ylvanla 


and \iar 30 vx, Indiana la exactly tha aatae aa the rata on fcraff jc 


inovlng botween Harrl 3 burg, Fennaylvanla and Indianapolis, 


Indiana, Whlle lt dco3 not nacaaaarlly folio;/ that those 


ratea should bo dlifarant, ona ;/ould think that v<lth tna 


varylng condltlon3 surroundlng ths tvro rcovenient3 the rataa 


;;culd te dlffarent. We belleve that all thosa varylng 


condltlona rr.U 3 t be takon lnto account. For example, the smali 


V 


N. 
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p^oknge traffic frora H-.urijburg to Indianapolis r,ovas in 

✓ 

large volusa and tharefore is attractlve to ccmpating aorv- 

‘ 

ices, 3 uch as ths freight forwardsrs, truck lires, etc. Gn 
tha other hand, tha voluma of traffic r.oving between 
Ilillersburg, Pennsylvania and Warsa-r, Indiana is 3 c light fchafc 
virtually no cne cisa 13 interesfcad in it, and yot tha Agancy 
is required to handle It. 'i.n cost oi* handling such traffic 
i3 quite high because in many instances the movement frcm one 


u_xiu i.c.a one 
cfc-r.p, a :aova- 


spar3ely populated area to anothar involves a pick-r.p, a '.aove 
mant via a truck route to a central Agency point, a transfer. 


the railroad movement, itself, with perhap 3 further tran 3 fard, 
and then the sama ccstly pattern on the dellyory end uhich 
ha 3 Just been described on the pick-up end. Certainly, one 
would think tliat the rata sfcructure v;ould permit a lower ratę 
between highor volume poln;s, with lilgher rate 3 between 
the pointa where the co3t of handling the traffic i3 so high 
and where ccmpetitors are not intarested in handling lt. 

In fact, it is just this aituation which cau 3 e 3 sorne 
ohippers to see the value of a nationwide express company. 

They realize that it is no problem to ship between larga 
cities, but it is when they attempt to move a package to 
or frcm the Millersburgs, ?ennsylvania, the Warnawa, Indiana, 
the Clintona, Oklahoma, or the Abbievilles, South Carolina, 
and the thousands of other smali cities and towns, that 

they realize the value of express service. Certainlv, the 

• • • ' 
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Agency ahould be entitled to recover tha co3t of proyidlng' 
thi 3 neadsd 3 ervics plus a niodarate return on the gigantIc 
inv33tr.3nt -,/hich 5.3 raquirad to pro7tde 3”.oh ex'can;3iva 
z crvice. 

•K 1 I .3 doa3 not necassarlly roan that traffic nov -g 
betwo-en two larga eitl33 should be handle d ab 1 c:r r as. 
cost of performing tha service should al*./ay3 be che y.rrdjt.l ’•*, 

• t 

and in a high ccet city llka York even tha heayy voluma 
eon be outuelghad by the cost of doing bu3J.nes3. xn 3uan 
clrcur.stancea a relatively hlgher rata 3 tructure is necosear^ . 
In short, tha point ue ara trying to mało is that whera email 
package traffic movo 3 in heavy voli:me from one cLty to anoth -r 
the ratę atructure of tło Agency should ba sufficiently 
flesibla to par mit it to maet tha ccmpetition to the aretent 
that coat plus a rea3onabla rat\irn will permit. 

It nead cnly ba added in cor.clujion trat x have C- 3n 
In tha transportation business too long to let my cptii.ro J 
cyerwhalm my better judgment. Iłowe ver, I firnly balieva 
that the program we have out 1 Inod for tha futura oi che 
axpres3 busines3 provides the fca3t possible chance for the 
contlnuatlon of a business which i3 a3 old 33 the railrc!d3 
themselyes. Certainly it will provlde the best fcundation 
for a national exprass company to find it3 proper place in 
tha trar. 3 portation market. I balieve that the poollng of 
traffic, service and revenue which is provided for in the 


<» 
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naw Standard Expres 3 Operatlon 3 Agreement I3 In the publlc 

/ 

Intereat, and I atrcngly urge that the Ccrcnis3łon approve 

it. 


Exam, Ilcamer: Are there any guostlcns in tha natura 
of cros3 exarninafcicn? 

(No rs3pon3a.) 

i-iT. Donley: 4 . havo a ęueafcicn, but certalniy not orce ,3 

examinatlon, sir. 

Exan. Hociner: Ali right. 

Q (By Kr. Donlay) On page 8, you make referanca to tha 
tiir.a lt nlght taka to fcrlng all thac-3 raadjustmsnts ab out. 

Wa have ln tha pottary busines 3 in parfcicular a grjat 
doal of confualon on packlng and thinga that may go to tha 
cpsraticn of a plant. Thase othar placas 1 u.n speaklng about 
are naw plant 3 which are beIng bulit. 

' I am not trylng to make a speech, Kr. Examlner, but it 
I 3 a surprlse to flr.d how thoy are holding up to doberaine 
what I 3 golng to be the beat methed of smali operablon 3 which 
are involved here. 

Could you, 'Ir. Carpl, glve me some Idea of when we 
mlght get 3ome actual Information partlcularly wlth regard 
to servlce? 

A Thl3 thlng la ln tha lap of the Commlsslon. If the 
Ccmmloslon approve3 thl3 poollng arrangement, and also the 
tarlff for lncrea 3 ed rates, I can very confldently say by 
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fcfce flrat ci the yo-or you •..'111 ooe -julte a oh .133 for the 
better *n the uay of 3ervłce, and OYorything olae. The 
Railwsy Expres3 Agoncy manageir.ont Aj golng to really hit the 
hall hord horę. 

Kr*. Donley: Kr. Eicaniner, I represent the lorgeat 
orgontiutlen I thlnk thore I 3 fchafc i;ia!«:03 gra/e i-arkers, 
and all of thosa fellcw3 have a cc.,r.unity of Interajt *.1 tKvi 
they shlp- thera In larg3 ąuanb.lbf.aa and sc.;e dayj thera Tc.tld 
be frorn 3C0 to 4C0 ahipisenfca all over the country. 

ITow, a grave marker ij 3 cir. 3 fchf.n 3 you can't warehouoe. 

We don't Icncir './han you G*ay3 ars going to ula, but if we can 
get 3 cne infoimafcion :;a very badly v;ant Ifc In order to r,aka 
plan 3 fcr futurę oporo tlono. 

.The W it na 3 3 : I thlnk you can reaconobly a 3 sumo we 
will go rlght ahead. We certainly have 3cm3thing we are 
3trlvlng for. Kr. Donley. 

Kr. Donley: Thank you, 3 Ir. 

Q (:3y Kr. Augallo) I presu a, sir, you are fonii lar 
with the quality of the servlce performed by the rallrcade . 
In the terrltory, ganerally speaklng? 

A Ganerally, ye3. 

Q Would you say there la much dlfforonce between the 
quality of that servtce, as cornpared with the quality of 
the exprejs service*? 

A I thought we were talklng about express 3ervice. ’ 


( 
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Q '-'lia diffarence between the qvnlity of o:cpres 3 corvica 

• * * / 

and raił LCL cervlca. 

A IHiy, the express sarvice ij much moz*e expediticu 3 i:han 
mil LCL 33i*vice. 

Q u r culd that prorall between Principal point 3 , say, bal.raaL 
”3*7 York and Chicago and Irew York and Philadalphia? 

A E ’tv;ean 1'y.t York and Chicago I *7ould aay the margln 
betv.*een express and LCL thara I 3 a little lass, genorally, 
but I think exprej3 is much faater. 

Q Ha3 any consideratlon been giren to ccnsolidation of 
LCL service wlth expre33 service, sir? 

A Oh, ye3. It ha 3 been glven intenaiye considerabicn 
r.ct cały by cur company, but I think by many other rałlroada, 
but as far a3 we ars ccncerned ws hsve ccma to the concTusion 
13 impractical. 

Q You say it is impractical? 

A Y93. 

Q Can you tell U3 sc.ae of the reasons :;hy, sir? 

A There are quite a niauber of reascns, the f :* 3 t of which 

is that you would have to have a different type of vehicle. 

The average weight of LCL I 3 about 500 pound 3 , whereas 
the average weight in expra 33 ia 50 pounds. 

Q Are you speaking of the motor vehicles U3ed in the 
service? 

A Yea, preciaely. 

Then, we have the fact that our LCL is handled in freight 
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S 8 rvf.ce, and those faciritio 3 ara, ci” should ba near 'ba 
frelght yard3, wharea3 tha oxpraj 3 faeilit las' vrould ba 
’ r.aarar tha pa 3 langar ata b .len. 

Q Ueuld you eoncada, thr/rgh, that ra 11 tCL pracantly la 
ona of tha r.aln cempatltlva-faetora In ccnnacfcion •;ibh tha 
a.jpraa3 company'3 sarvica, ?.3 chat rlght? 

A Wo. I do not conceda raił LOL la 03 rnuoh a ccnpetitor 
rrith expra-J3 a3 LOL, ŁTL ta much mera co. If thara is 
ccnipatltion, ifc I 3 thara in a raatrictad sanna. 

Q Ha 3 any con3idaratlon ba givan to tnaklng an allouanoa 
to any shlopar er recaiver v/ho parform tha Ir cm pick-up 
or dellvery jervlca on expras3 traffic? 

A Thara ha3 baan consldaraticn of that in tha paab a 
numbar of tir.ea, and I think it jray racalva further cen* 
sidaratlon in 'cha futurę. 

Q Cna of the pr-ovl 3 iona of tha nr.f contract i3 that tha 
Agancy nay dlvart arrpr-333 traffic frem tha ra.tl3 to anobi.ar 
woda of transportat-* 'n. 

Was lt ccntemplated under that provls:lon that dirorslon 
would be to raił LCL service? 

A Weil, it would ir.aan to motor tranaportation. I theught 
you maant by motor tranapertation uith raspact to other 
modes of transportatlen. 

Q I an trying to datermlne uhat tha railroad3 nean by 
diversion of tha traffic. 
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A The ~:'prea3 Company under thl3 agreciiant would have 
the right to use any typa of tranapcrtatton which would give 
It tha beat service, whethar raił, truck, or freight 
Tc- carćera, or any ot hor typa. 

Q There ha3 fceon oub3tantlal divar3icn to fraight train 
.ioryico of 0"praj3, ha3 thora r.ot? 

A iro, not much. 

Q Eut, there ha 3 baon 3 oma? 

A Thera ha 3 fceen sorne, cartainly. 

Q Do you expact that trand to continua? 

A No, I do not. 

Q In spita of the naw lagislaticn concerning diseontlnuanco 
of pa3senger traina? 

A I do not think that will have any appraclable effect 
because v;e ara going to hava pa3senger carvice. \ T e are 
talking mora of ccmr.iutation train 3 which da not carry esprass. 
Q My intero3t3 are primarily v/ith raspect to poriahabla 
expras3 traffic, and we are of course intera 3 tad In ccn- 
tinuonoe of ezprass 3ervice particularly for ewpress traffic, 
and can you tell us anything aa to plan3 for the improvement 
of expreaa serviee with raapect to perishable traffic, sir? 

A No. I*n sorry that I cannot help you much on that. 

You could have a3kad that que3tion of Kr. Johnson 
because ha probably could have given you some valuable 
Information. 


! 


f 
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Itr. Augellot Thank ycu, sir. 

E:cam. Ho autor: Any ot kar quastion3 of IV. Carpi? 

(llo rasponoe.) 

Exam. Eojmar: If not, you ara ax, icod, ,rtr. 

Tha Witnas3t Thank you. 

(Witna33 aiecusad.) 

IV. Nlcbanlci I would ncw like to cali IV. John M. 
Eudd to tha 3 tar.d. 

jchit m; eued 

was 37om and tastifiod aa follc',.’3: 

DIRECT 2XAiru!ATT0N 


lir. Niebank: IV. 


Eudd 1 a tost hr.cny ha3 ba en agraed 


will be ccpiad into ths record a3 if and as though read by 
IV. Eudd parsor.ally. 

Exam. Hosrr.er: Ali rlght. 

My nb.ie ls John M. Eudd. I om Praaident of Great 
Northern Railway Company and a Biroetor of tha Rall.;ay 
Expreas Ageney, Ehe. Fci* tha past aevaral ;r.cnch3, I hava 
participated in tha 3tudias which hava culuT.lnatod In tha 
Contract submitted wlth thl3 Application. I appear today 
as a reprasentatlve of the railroad3 that sarve the terrl- 
tory included ln the Western and Mounfcaln Pacific group3 
as those group3 are descrlbed ln the Contract. Tha rail- 
rrad 3 I represent support the Application involvad ln this 
proceedlng. We respectfully urge that the Ccmmlsalon 
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1 o.»&cnd sucli app*oval ox cha poollng a o p o c 1 3 of tha Co^fci*acfc 

2 aa I 3 roqu'lrad by Section 5(l) of the Interstate Ce;rroercą 

3 Act. 

4 7or many month3 tha Dirac ter 3 of the Railway E;cpres 3 

5 Agency hava been faced wlth the diatlnct posaibility that th; 

5 Agsncy would ha/e to be llqv.idated after Eeec^.bar 31, 1059 • 

7 DIractors, together wlth the officera and craployeea 

3 of the Agency, have worked diligantly to devlac scme plan 
9 whlch would jtave off the liquidatioln which nobody wanted. 

0 ’- 2n 7 dlfferant prcpo3al3 were advancad and con3idered very 

1 carefully, Tor varłou3 r-aaaor.a ona af t ar another of theaa 

2 propoaal3 was rejected until flnally tha plan ba sad to a 

. 

larga e::tent on the Crntract hora In q*’.eatlon v;a 3 brcught 

fcrward. 

.4 

fhls Ccrntract has baen accepted and approved by all of 

.O 

°' :s 3ignatcry C5rrier3. It 13 fair to say that it la not 

.O 

entirely aatisfactory to everyone concerned and ha 3 been 

3 agreed to reluctantly by acnre carriars. h:everthele 33 lt i .3 

9 ki e opi.iion of all who have baen ciosa to the problem, myself 

0 included, that this is the only Contract which could have 

x muotered the naceasary support of the railrcad indu 3 try. 

2 Tki® ro °t3 of the very serious 3'ltuation ln which the 

Railway Expres3 Agency ha3 fcund itaelf grew frcm methcds 

O 

of operat Aon and acconnting v;hich were altogether workable 
and sati3factory when they were established morę than thirty 


i 
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yaars ago. Sut aa tłr.a pajrjod and inavitable chingaa tock 
płaca łn our trancportatlon pottorn, thaaa old Agancy 
methoda of opera i; łon 3 and acc 0 v.ni.Zn 3 becama a 3 orieu 3 brrdan 
and hava alacat rsjulbod in tha oxtłnction of tha Agancy. 

I hava łn wind threa itena in partleular. Pirat, 3 Inoa 
tha rallronda tock cv;r o \T.ar 3 I 1 ip of tha A sanny In 1929 :lt 3 
account3 have navar roflocted raił coata in/olved In tha 
t danap ort a t łcn of axprosa i.attar. fha A gońcy ha 3 bo en tłjd 
to a syatera uh Ich kapt łt frera 3houlng a profit or a loaa. 

It ha 3 baen deni-ad the discipline, and tha fcenefit, of tha 
ordinary profit and lc 33 b tatamant« 

P.ail coat3, hc.;avar, conld not be cbjc*red fereyar 
and finally łt baca oa apparant that ;r. 2 ny, pjrhaps łn fact 
a larga riiaJox’ity, of tha r .ilroadj uera not rceebing evan 
thair out-of-pockat co3ta of tran3pcrting e:cpra3s frc.n tha 
ravonu33 distributed to thsa by tha Agancy. Tha aliuoticn 
fcecair.ae so critlcal that a nurnbar of railroad 3 concluded 
that fchoy cculd tolorata It no longor. 

Second on the lł3t of the Agancy *3 princlpal prcblanis 
. is the foctithat it has bsen tied to the railroad 3 and to 
hiatorical rcutinga.' Ai raode3 of trannportatłcn in ccmpati- 
tion with the raiła have developed, the Agancy ha 3 been 
denied acce33 to theni. In numerous case3 thia haa recuited 


in uneconomic tranaportation, particularly in congG3ted area3 
where there are many short-haul shipments. Thi3 pattern uorked 
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to the adrr.ntaga of no er.3 and haj _ n a dijwi.net dljr.dwat- 
age to tha Age-ncy. 

At the sama tl.r.a the Agancy h?.3 teen ćenied in a larga 
Measuro tha right to chocza fcatween ccmpatlng raił carrlars 
on tha ba3ia of aervice, and In that ay h33 bean danlad an 
oppo* tunlfcy to 1:.nprove ito operatIng eff.'ciency. Tliła has 
baon tha roault of adherenca to hiatorlcal ront Ing. The 
unroallstic cliaractdr of t*ni3 restriction, with lt3 attondant 
lnjurlou3 effecta on tha efficlency and serylce of tha Agoncy, 
requires no elaboration. 

Tha third and laat of thase pointa to v<!v.tch I want to 
direct Ł.y attention involv.?3 still anothar hiatorical — but 
to "any, at lcaat •— unrealistic aspict of tha workir.gs of 


the Agencył 

As I have alraady indicated, and aa tha Ccmmi33lon woli 
knowa, the country i3 dlvidod for Agoncy accountlng purpoaea, 
into four Group3t Eaatern, Southern, Uaatern, and Mounfcaln 
Pacific. In the caae of trafflc whlch r.iovaa froci one Group 
through a 3 acond Group (and in a few caas3 through a third 
Group) into its de3tlnation Group, tha prlncipal expre33 (as 
diatingulahed frem raił) jervicos ar a perforr.ed only in tha 
origin and doatir.ation groups. 

The 30 express sarvices conaiat for tha most part of 
plck-up and delivery and terminal handling. The expenses 
of these express service3 for such hauls have heretofore fceen 
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charged to tha origln,and daatir.ation Group?, with cnly a 
minuta portion ta Ing borna uy an Inter--.ad lata Group ln .spita 
of the facfc that such Group charaa ln tha rsyanua Trem cuch 
a inovej.:ant on tha gama tania aa tha orlgin and dajtlnution 
Group 3 . 

To oo.'panaate for uhat many hava i^agardad aa tha ir.eęuity 
ln fchis 3 ltuation, proviaion haa baon mada ln tha naw Contract 
for a diffarent allocation of expra33 axpanaas on thaca ucve- 
menta through tl-reo or faore Grcup3 so that jcr.e part of th:.a 
will ba borne by the lntarmsdlata Group or Groupa. 

In this ccnnoction I rnust ndvl 20 that a numbar of railrcads 
ln the Western Group, who cbvlously will ba tha ona 3 most 
affacted by th.e changa, agraed only reluctantly. Thay agraed 
on tha ground that thls i3 a temporary er.ergency r.aasnra 
deaigned to help save the Agency. 

In thl 3 connectlonil might say that it was ino^ltable 
that not all partiea to the naw Contract would ba enthuulasticj 
about all of lt .3 provi3ion3. V/lth tha requiramant of unanlr.il ty 
anong so many railroad3, tha wondar i3 that thare haa not becn 
mora di 3 satl 3 faction expre3ed. That thare ha3 not baen — th^l 
:ie have a naw contract — la, I think, to the distinct credit 
of the industry. 

I do not propose to detali i'or you the remediea the 
rallroad3 have agraed to apply in these' threa critical araa3. 
Others have already done go and the detall3 are 3et out clearl'y 
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in the Application Itaelf. 

Ho'.;av_r, I would llke to talk briefly and g.enerally 
abcut the car-foot-aile rata prcvidad for, and about the 
fraedcm of mcde and roufclng: 

A 3 I see it, the no3t important f aa tura of the car-foot 
raiła rata plan ccir .33 into operation on Janua-ry 1 , IS 63 . On 
and after that data tha Agancy will buy transportation at 
a ratę directly ralatad to out-of-pockst coat3 of tha ra.ll- 
roada, and will have a chance to make a profit. Thl3 plan 
will sarve at laast three purpoce3. Agancy accounto will 


reflact for tha firat tir:a raił ccata 30 that it will krew 
whithar or not it ia a profitable operat ton; tha railrcada 
will be ccrpan33ted on a basie calculatad to return then thelr 
out-of-pockat coats; and the Agancy rnay ta able to accumulatc 
fund3 to halp finance a fcadly needed program of capital 
expenditure3. 

After sonę experience und rr that arrangerrent, couplad 
with the projacted ovarhaul of the ereprass rato structure 
which othars hai*e hava montioned, we will all ba ln a positicn 
to evaluate whather the .omall package bu3lnes3 can pay it3 
v;ay. If the Agancy*s revenues are not 3 Ufficient to enable it 
to buy transportation at a rata tied to raił co3ta, then we 
rauat take another look at the aituatlon. In any event, the 
Agency, under the new Contract, ls to have an opportwnity 
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to prove itcelf, an oppcrtunity whlch lt hąa r.jy.r bafcre 
enjcyed. 

I do not mean to indicate that the tranaitlon period 
ffrcia Ocfcal-jr 1 of thla yaar to January 1, 196’, 13 not .3 ’g- 
nlflcant, for, of cour3e, lt I 3 critlcally inportant. "uch 
of the futura of the Agency will dopmd upcn what 1 3 nccc:*. • 
plished in thl3 Interlra period. 

Dur Ing that tlma we would expact to 3se lopressiye 
result3 fi ł cai tha Agency '3 naw freodcm to choosa be twe on cc..:- 
petlng rallroada and between ccrapetlng nodea of transportnt1n. 
V. T a fael that thi3 naw froodcn cpan3 the way to countlass lr.- 
prov&mont3 In 3ai ł vlca to tha public and to great econcraloa 
In opera Ł lons of tha Agency. As I hsve prevlou3ly lndlcated, 
we expect to see a great deal of ahort-haul trafflc whloh 
now moves by rall at high cost handled by motor cairler3 
at 1033 co3t. W a expact that cor.ipsting rallrcnd3, ccnfrcnted 
wlth the Agency’3 rlght to choose lt3 own routea, will jtrlve 
to lmprov« thelr servlce ln order to increase or rota In the .Ir 
errpresa trafflc. In scme instances we expect that lt i.tay be 
p033lble for the Agency to utlllze lmproved lou-coat rall 
frelght servlce. 

We cannot, of cour3e, fcresee at thl3 tliae the pattern 
whlch will ultiir.ately eir.erge. Certalnly, the rallroads 
will continua to be the most Import ant' single factoi' ln the 
movenent of expres3—ln pasaenger and frelght serylce. At 

■ 
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tha sama time, tha Agancy will ba free for the most part to • 
soloct ita instr-fir.ontalibłój of trancportation on tha baal 3 
of econc..iic3 and sarvica rather than artificial rul33 which 
a3 of tan an not hava proved unaconcnic and inafficisnt. 

In thi3 ccnn ?ction I shculd r.aka it elear that tha 
axprors-carrylng railrcada will not ba hanafcrung in tha 
cc.npjtitlva plcture before ns. Wlłenover tha Agancy pro;;.:; 03 
to divert traffic to anothar node, any affected railrcad 


may, if lt wlaka3, nagotlata with tha Agancy for rata 3 lewar 
than thooe ;;h?ch would otherwiae ba apolicable. Ali of this 
oannot but help tha Agancy and tha ahipping publlc. I am 
ccnylncad the Contract ..utwitted with 'chla application will 
ba in tha intareat of batter serylca to the publlc and of 
econc.tiy of cparatlon, and will not unduly re^itraln ccmpatitic 

Eafore closing rr.y atatemant I wculd lllce to touch 
brlefly upon cnother factor of critical importance to tha 
futura of tha Ra litra y 2xpro33 Agancy not reflactad In bhla 
Application. Tha people at tha Agancy hava baan werki ;g 
dillgontly to streamlina it3 operatlon 3 and roduca ex::an^a 3 
aa far as possible conaiat nt with good servica to tha 
publlc. Under tha leadar3hip of ita new rrasident, enargafcic 
and capable William 3. Johnson, the Agancy haa alraady 
registarad inpres3ive improvcr.ent3. A good deal morę will 
be acccmpliahad in tha rtonth3 and ysars ahaad. 

The railroad induatry hau great confidence in Mr. 

Johnson and his people. We ora arccioua that they have tha 





epportunity to auecead vrhich the na;/ Contraet 
the Cof/ailnsion will afford them. 



2::am. Hossr.er: If you all have had an en pert unity to 
raad lir. Eudd'3 stater.ant and *'ava no quoofcicn3 to asie, lis 
is erccuaed. 

(Witnesa a:ccr.;od.) 

Kr. IIcLoan: I would 1 lico to cali Itr. Jcimatcn. 

W. A. JCirJSTCII 

was s;/orn and testified c 3 follc;. 7 3j 

DIRECT EXAMIHATION 


Kr. ITeLoani Kr. Johnston'3 teatinony has been distri 
bufcad to all the pacple In the ha a ring rocm, and I baliova 
everyons has had an o: pert mi ty to raad it, and I would li) 
to aak fchat it La cep’ad Lato cha record as if and aa thouj 
lt ;/ere read by Kr. Johnston par3onally. 

Kr. Johnsten: To idontify myself fer tha raccrd \,iy 
name i3 W. A. Johnston, roaidence flossn-ocr, Illinois, 
business addras3 135 East Elaventh Place, Chicago 5 , 
Illinois. I am Preaident of the Illinois Central Railrend 
Conpany and hołd the position of officer or directcr of a 
number of ether conpanles including, 3ince 19^8, the 
position of diractor of Railway Expre3S Agency, Ino. In 
this latter capacity I represent the Illinois Central and 
am one of tha four diractor3 representing the Southern 


Group of railroads 
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x *.'.273 actlyaly participutsd In all the racent <231.1133.*- 

/ 

afcion3 .relati.ig to tha futura of tha Agoncy. In addltłon, 
nr*. Frank Hart In, Viee Freoldent >.nd Cc upLroll3 ox* tha 
Illlnola Central and Cha Ir. en of tka Account Ing Cc^mlbtoe of 
cha Agoncy, han dovotod a vax*y gubutantial portion of hla 
tli.ra to coluticn of the .sony problana thab hava confr^. ted us; 

In tha I eafc Sv-v arol uontha. The 11 lin o la Central and 11 

. 

the Southern rallx*oad3 uhem I ropraoont hav® uork:d do o - 
perately to fInd a aolutlcn acceptabla to the public, tha 
Agoncy, tha rallroada and th5.3 Coml3sion. 


orern tha fcag.lnnlng tha Southern rałlrcada hava eon- 
3iatsntly ar.d atranuc-U3ly urged that cc-rtinuod opora tlen v.nd„r 
reilrcad cv;nar chip ahould be our goal. irr/ertholeas, In an 
offert to reach ece...:cn grennd, vra eensidarad nimarous p* xn3 
running fren llguidatlon to purchaae and oporation of tha 
Agoncy by cutalda interaabs. At the sana t lir. a wo progroa.red 
yrcpcoal3 In accounting practica3 ar.d othonrlsa having .03 
thair cbJectivo greatar eccncay In operat len uh Ich u a fetfc 
33cential to 3 ui*vlval of tha Agency. 

The lmpcrtant busir.asa interest3 that exhrolfcad a 

\ 

willlngneas to risk the Ir prlvata capltal ln thl3 entorpriae' 
perferr.ed a gr it service for the Agency. Their actlon 
i;estored confidanca ln 3c~.a quarter3 v;hora it had baen on 
tha wane. It did much to ccnvlnce 3 cna that the Agoncy 
cculd ba revltallzad and that wlth seme naedad change3 lt 
could be turned Into an econcmlcally aound operatlon. If 
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ccr.ecna elae could 333 o rac-.l po' :ntial of profitnbla 
oparation the hope "33 rakłnuled that undar railrood c.mar- 
~hlp tho cair.a cr o bet tor rosuit cculd ba aehievod. 

Xt va 3 doełclad vre shculd do scr.athlng lir.rodiataly abonfc 
3 succsasor for the hoad 01 ' tha Agency v;ho wa3 approaching 
rat ir er.ent aga becar.aa tka naw program do pand ad v.pon havIng 
a dynamie clrivłng foree over tha naxt caveral yoare. Ua 
x ira fortunata to Iiava Vłilllar.i 3. Johnson l.nda avail::.bla. 

K 3 has baon ciosały associited %-JLth Agancy problena for the 
laat sevoral yaara and he '.703 iucally quallfied to hoad up 
ovr ov?'’all progrSłS- -»groator aconc: y In operat 1 on* 

It v.*33 absolutely essential that to si:rviv3 T ,:e accca- 
plloh Juat as qulc!<ly and prudently 33 po 33 lble suostantiol 
reductlon -3 In expanoa. U a ora contlnulng to activaly aicplore 
new mst^oda to make thla a nora econor.ilc operaticn. A 3 
other witnassee have aa id wa inter.d to maks tha Agancy nora 
ccnsclou 3 of the profit .?.ot ive -.riiich r.ust ba associated flth 
any businec; enterprisa to justlfy lt3 a:;iatonoa. 

Thero . re limitationa of courae beyond yhich ycu carnct 
go in reducing expenditure3 without prcducing an unfavorabla 
effect on rovenue of tha Agancy and its railrcad o;mara 
and upon the 3 ervice which i3 to ba parfomed. Uith that 
in raind tariffa have baen filed to pernit an itnr.adiate 
lncreaoe in i tas necessary for ^urvlv'al until a careful 


25 


survey of the entire expres3 ratę structure can be completed 
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and a coiiiproh;-n.jiV3 prcgran uto the Cc . Isn l'„n 

/ 

I'*\ Jchnscn and I!r. Corpl I:ave already daalfc with th:lo 
subjact qui'-a o::t.:naIvjly and 2 will do «.o v.:cre chan aay I 
ara In cc.iplate accord ;ith thcn. 

Ihlj bring3 ir.3 to tha nor; Standard Espraaa ‘-fclond 
Agoo.rr.onb of Ootcbor 1, 1959 centa la Ing tha pooling nmngo- 
i.tonfc a u* rltt :d to th.’j Cc -ily-uicn for appccyal. j/he nr; 
agraemsnt reprosants montha of nagetlafclon 3 to for.nulate 
a plan and vohlclo which would bo aceaptobla to tli* Agoncy, 
the railroada partlcipating In the pool, fcha publlc :.nd 
this Ccrmisslon. Cut of :lt will emarge, we ax’o confldont, 
a hoalfchy Rallway Enprona Agancy. 

Itr. Johnson ha3 doalt sztan3lvely v;ith all of the ner; 
tlona l-jcorporufced Into tka nor; awrangarcant and tkare la rot 
teo much chat X can acld exoopt by way of srephasia on a for; 
of 'che highllght3 •jhlch 1 daam parfclcularly slgnlficant 
and whlch I bolleve juattfles on attitude of optimtom. 11:o 
terci3 of tho no;/ ogreemant will wraka avałlQble to tho A gońcy 
freoden to routa lt3 trafflc unencumbarod by prevlrj 3 
reotralnt3 based upon hl3tcrlcal routlng and ccnfer upon 
It freedom to aelect any modę of transportatlon to be uaed 
whethar railroad, water carrlar, motor carrier, alrllne 
or otherwi3e. Thla lndependence cf actlon will enablo tha 
Agc-ncy to beccma a real ccmpetltor In tha smali package 
field and that ao3ure3 better aervlce to the publlc. 


f 
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To ccntri.bv.ta tc*.;ard 3 the 3 o 3 ufcicn of a c.‘obln:.i relufc i«rs 
to orcpansas łncurrad at point 3 of crigln and da a tir. a t len a 
change la baing nada lmnadiataly In t!ia r adistribution of 
Agency ejcpansea In corr.octlcn w.lth ahi: ".canta moving thrc gh 
threa er nora groupa. Thls L 3 design:d to produca a nora 
equ babie aharing of Agcncy ecet 3 md to giva sena It—odlata 
rsliaf to tne ortgln and ćastinatłon greupd. 'Thi 3 ha 3 b;an 
mentioned by othor witnaosas and I rafer to it marely to 
make elear ona point. Thls odjuatmant will favcrnbly o 1 fact 
the Eastern and Mountaln-Pacific group 3 and tha provislon 
for thls adjustinant alone, togather with aurchsrgaa sought 
cnly by tha Saatern and Ilountaln-Pacific gror.ęs, ad wali 
33 tha acfclve part that tha Sortharn group of rallroada has 
talcan in attor.pting to flnd a salut lor. to tha preclem, uighfc 
leava the inference that we ln the South four.d oui* 3 Slve 3 ln 
a favorabla altuation on othor than carload ewpress trafflc. 
That certainly ia not correct, be have bean much concaruad 
with the detericratlon in our 3ltuation. Payuant 3 to U 3 
raust be Incroased to place our expres 3 jarvlce on a self^ 
sustainlng basia. It la our belief, however, that lmprova- 
ment3 under the naw ai^rangement and tha Increased poten— 
tlalltle3 of tha Agancy ln 3arving tha publlc under rataa 
that will be nade compensatory will produce the relief 
that all groupa requlra for eccncmlc•operation. Tne efforc;. 
made by the South to help devlse an arrangenent and an 
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oant for cent imnt ton of the Ager.cy ur.de? rullrcad 

ownerchip that would ba acceptable to a U othar gpcupa, t/ae i 

. 

dlctafcad not bacaune of our aatlafacbicn with the paafc flnan-j 
o -Ol ratnrn3 frcu cuc.i 3e?vlcej but becauue of ovjt* ccnfid-iice 
ln tha futura posslbllitlcs of Agency oparafclcna under tha 
Ov,i. j and prov.t3.to1n sucn aj nov/ ccrnprehsnclad in the no - '/ 
agreo-.i jnt. 

1 

;. T e ohculd reach our gcal whan, corr.cencing wlth Jcr-ary 1 l 
1963, the Agency and tha rallro3d3 will fcagtn to purchace 
and sali rall tranaportatlon for othar than carlcad o:cpraj 3 
trafflc on a ba3l3 of car-foofc mile rates which will ajarre 
tha railroada of a rat urn of at laaat the Ir out of pockat 
o o 3 1 3 baaed on o uniform forania. At the same tlme the 
Agency will have the oppcrtunity and challenge to ocarata at 
a profit. 

We ahould never again be facod wlth the near stalenate 
expariencad tn the last aereral rr.ontha becauae the naw agree— 
went will partit ctr.andir.enta to ba mada wlth tha conaent of 
tha Rall Cc.np2nia3 rcpre33ntlng not la33 than 85 par cent of 

tha total asslgned car-foot mllea of all Raił Cc»panie 3 
partie3 to the agraemant. Tha prezent agreenent require 3 
ur.anlnou3 con3ont for an anendrnent which the carriera through 
e.uperlence hava learnad I3 mo 3 t dlfficult of attalnirent. 

Frompt approval of thl3 appllcatlon and the pernitting 
of the ratę Increacaa to bacc.ne ei'foctive v/lthout 3U3pen3lcn 
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•/3 1 ...Ul ush-** i.: a naw «ra In tha handlias ef ancroaa tr uYIo 

2 by tha Asanoy. It will Juatify tha patianca wlfch which 

3 cha Ccjralajion and Co ngraaj ha a ::a VI; ad for H\a Asrncy to 

4 cafcfcla Ib 3 . -obło :3. 'cha poolias ot* traffte, soswica and 

5 ?3vsnue pro* .dad for in tha naw awapseasnt jutr.iitfcad to 
5 ! tha Cc;.v;ii:2j1.on for lt.3 api aoval t*?, ’n y o.ylninn, in tha 

i 

7 | inters3t of bat tar carvlco i: o 'cha publlc and occncmy oi* 

3 cparatlon and ;,*lll not raatrain ccr.potiticn. It '-arrcnta 

o i tha a?proval undar Sacticn 5(l) of tha Intarstafcn Cc . ,vca 


Act requ . afced of tha Ccirjni 33 lon. 

IU. rioLoan: X no w offar 'jp. John sten foi? 


orc:3 » 


naticn. 


3xom. Hosr.ar: Any q'o.vtlor-3 of Ib. John sten? 

(No roaponsa.) 

Sxa:n. ilcancr: Apparently thara ara nona and you ara 


e::c«oed, sir. 


(*Jltnas3 e:cev.aar ł ) 


E;cam. Hcaicar: Ara thara c-y othar wltnaaaaa far 


Applicanta? 


(Ilo responaa.) 

E:om. Hoair.ar: I 3 thara any evidanca to ba offarad by 


Intex*venor 3 ? 


(No response.) 

Exam. IIoGtr.ar: Apparantly not. 

In vlew of the desira of the Applicant 3 to naka thla 
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aifćctiaa C ;tota.a ljt, I 'adauatnnd thsy r.uo 

/ 

asraaaMa to diapana.tng wlfcli a prcpoaod r.:pcs*t, auł j:.’oceo- 
atapa of that kład, and alao wiali to walv© tlia fi.Ling of 
•;ri-sf3 cx* ? 2 h -> a.itj fol* finu laj3 tco? 

I!r. FI : fcch_-nj Tliat ta correct, lir*. Exa;ainor. 

Za. i. IIca'-jV8 Tk-uy vail. 

If t-ieua i 3 rotłilr.g to ta offarad tlia liaatng 

la concl’.dad. 

©re'*pcn, a’c 11 2 CO o* e lcc!c a.m., tha hwarlr .3 In tka 
abova-entltlad rcatter waa cloaed.) 
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i 1 'irfa.n»e Dooket 
Ko J?0G12 
REA Kxhil)iw TS 


ESFCRE THE INTERSTATE COMKERCE C0MMISSI01J 


Flnance Docket 


;et No. ?('■ /)- 


Application of Rnilway Ex?reec Arency, IncorporateS 
uridcr Seotlons 2Ca and 214 of the Interstate Coaner-e 
Act for Authority to Issue oecurities. 


New York, New York 
Auęuct 31, 1959. 


Paul P.. Duke 
R. J. Flet cher 
W. D. KcLean 
C. George Nietanie, Jr. 

/ ttorr.eys for Appllcant 


<3 
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APPLICATION 


RAILYAY EaPPZSS AGENCI', INC, 


Under Section 20a and Section 214 of 
the Interstate Cosacrce Act, for 
authority to issue uronissory notes 
ln the aggregate anount of 027,637,053.80 
bearlr.g lnterest at the ratę of 5%, 


TO TKE INTERSTATE COMMERCE CCHKISSION: 

. Hailway Express Agency, Incorporated, herelnafter 
referrea to as Applicar.t, hereby r.al:es applicatlon under 
Section 20a and Section 214 of the Interstate Coimerce Act 
for aut ho ri ty to Issue nor.-negotiaole promlssory notes ln 
the cggregate prlncipal anount of '. : 27 , 637 , 053.80 bearing 
lnterest at 5/^» to be dellvered to carrlers by railroad 
ln evldence of Appllcant's lndebtedness to sald carrlers 
arlslr.g fron loans heretofore nade by ouch carrlers to 
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2 . 


Appllcant and with olnklng fund rcouireraento v;ith respcct 
thercto, al'JL an hcrclnafter morę fully deucribed. 


PurGuant to the requi rener. Cs of Part 56 of the Coranis- 
cion ’0 order of August 9, 19^6* ao amended (49 CFR 56 .1), 


Appllcant chowa: 


(a) The fuli narac and correct business address 


of the Appllcant are: 


Rallway Enyress Agcncy, Incorporated 
219 -ast 42nd Street 
New York 1?, N. Y. 


(b) Appllcant ls a Corporation organlzea under 
the lav/s of the State of Delaware on Decenber 1928. 

(c) Appllcant is a Corporation organ!sed for the 


purpose of engaging ln the transportation of property 


by express on rallroads throughout the United States, 


and ln Caraaa and Cuba, and ls also a comraon carrler 
by motor vehlcle. 


(d) Appllcant operates ln all of the fifty 


States of the United States and ln the Dietrict of 


Columbia, Car.ada, and Cuba. 

(e) Thlc appllcation seeles an order of this Con- 


nisGlcn pursuant to Sectlons 20a and 214 of the Inter¬ 


state Commcrce Act authorlr.lng the lcsuance by the 
Appllcant of pror.icsory notes ln the aggregato prlncipal 
nraount of 02? ,637 rcproficntlng the amoiint of 




W 
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3. 


exlsting indebtedr.cca of_the Applicant to the pro&-_ 
pec.tlve payces of.the note3 heretofore carried by 
Applicant aG an open ąccount_ on it n boo lcs. This ln- 
de£tedness nas been accrued pursuant to loar.s he^eto- 
f ore cade b v the prospectlve payees of the notes, 
proposed to be lssuod pursuant to the authority 
herein sought, ar.d bas been considered and referred 
to in the reports of this Comnlsslon, Sccurlties 
and Acnulsltlon of Control of Pal lwa y E.-ęnreso Agency, 
Ino. , 150 ICC b23 (1929}, and Rallway Zxrress Agency . 
Inc. . Notes , 230 ICC b78 (1938). 

Each notę will be denoninated "Proclssory Notę", 
will be non-ncgotlabie In form,* vrlll be in a principal 
anour.t equal to the aggregate aciount of the loans froa 
the railroad to which it ia lsaued, and will bear 
interfcst on the unpaid j r .r.cipal nnount thereof at 
the ratę of per annura to te payable seni-annually 
on each April 1, and October 1. The notes will bę 
subordinatc to the obligatlons of the Applica nt t o 
Morgan C-uaranty Trust Company of New York and.to_?he 
Nę_w York Trust Coapany, Agent, rcpresented by notes 
isaued by the Applicant pursuant to the authorizatlon 
of the Interstate Cccierce Conuiission in finance 
dockets .nucibers 1867^, 1077^, 1893^, 19961 and 2026^. 
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The notes will be dated October 1, 1959. and nrC t0 
beconc duc and payable ln fuli on Deccnber 31. 1973* 

They will provlde for the right of prepaynent, in v;holo 
or ln part, without preniun, provided, howevcr, that 
each Guch princlpal prepaynent shall, unless nade fron 
the sinicing fund referred to below, be pald prorata to 
all holdcrs of such notes and shall be nade ln an 
aggregate sun of not less than :;500,000. Maturlty can 
be accelcrated by banhruptcy, dissolution or lląulda- 
tion of the Applicant. 

A sinicing fund shall be established for the retire- 
nent of the princlpal anour.ts of such notes conrncnclng 

i V i-'. i * r\ - 4 - 1 - . 4. ♦'Soł- nflrl 

WX Ulł U UC j Cdi- i;w J % W w u i i W S. J - - .—^ -- . 

cubseąuent years the Applicant v;ill pay Into such fund 
10 /j of lts net incone eamed in the year ncxt preceding, 
such net Incone to be detemined only after all expcncec 
taxes, and dir.tributlons to carrlers by railrond; lf any, 
have been rade. Tnen slnhing fund accurulaticns shall 
reach the eua of 059 , 000 . or norę, the fund shall be 
a^plicd on the following July 1 to the payment of such 
anount of the notes as shall bc tendered to Applicant 
at le30 than per, or, in the cvcnt no tenders are recelved 
to a prorata paynent on all notes. 

The notes will also contaln a provlsion that no dlvl- 
dends shall cc declarcd or paid on Applicant 1 s Capital 
stoclc so long ao any of the notes aro outstanding. 




sy / 
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5* 


(f) I.5.. ha o bccn detcrrained to issue notes.of_thc 

Applicant in order to prescrlbe a rnethod and Schedule for 
'etlrecont of cuch lndcbtcdnęss, whlch is fully v;ith- 
ln lawful corporatc purposes and compatible uith the 
publlc lntcrcst. 

t 

The evl_denclng_of__thc_open account lndebtedncss by 
the notes propos od to be issued pursuant to the authorlty 
herein sou^ht, and the lncluslon in such notes of pro- 
visions relatlng to the method of retirlng such indebted- 
ness are consistont v;iuh the proper performance by the 
Applicant of its servlce to the publlc, will not lnpair 
its ability to perforCi that servicc and ls rcasonably 
nec_e.ąyary and appropriate for euch purposes. 

t (g) The notes proposed to bo issued pursuant to 

i ~ 

i the authorlty heroin sought v. f lll bo issued at their 
face aaount to evidence an equal aniount of lndebtedness 
atjpresont represented only by credit entries on 
Applicant's boohs, to cach of the prospcctivc payecs 
thereof,-the denorainatlon of each notę to bo in thc 
fuli ainount of thc lndebtedness to thc indivldual payee. 

No expensc will be incurrcd in connoctlon v/lth the 
iBcuanoa of such notes other than incldcntal cxpensea 
relatlng to their preparation and dlstrlbution. 

(h) The_notC3 to be issued pursuant to the authorlty 
heroin sought, vt3.11 be issued to the follov/lng carrlers 
by railroad in thc respcctlve ar.-.ountG shown: 


2 &7 
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Nanc of Cnrrier 


Araount of llotc 


^labona Grcat 3outhcrn Rallroad Company(The) 
^Atchlson, Topeka and Santa Fc Ry. Co. (The) 

J Atlantic Coast Linę Rallroad Company (The) 

— Baltimore and Ohio Railroad Company (The) 
/Bangor and Aroostook Rallroad Company 
-^Boston and Kairr Railroad 
'••Burllngton-Rock Island R.R. Co. 

/Canadlar. National Railway Company 
'/Central of Georgia Railway Company 
—Central R.R. Co. of Me-./ Jcrsey(Thc) 

—Chce .pcalce and Ohio Ry. Co. (The) 
vĆhicago 4 Er.ctorn Illinois R.R. Co. 

—Chicago .Burlington 4 Cluincy R.R.Co. 
t/Chicago Great '-.'estern Ry. Co. 

—Chgo.,Miiw..St.Paul ć Pacific R.R. Co. 
-"Chko, ,Rcck Island and Pacific R.R. Co. (The) 
v\Jlnn. ,New Orlcans and Tcxas Pac.Ry.Co. (The) 
leve., Clnn,,Chgo. and St.Louis Ry. (The) 
' ,/ Cllnchfleld Railroad Company 
^Colorado and Southern Ry. Co. (The) 

—Delaware and Hudson Railroad Corporation 
—Delaware, Lackawanna 4 Mostem R*.R. Co. 
«Dcnver and Rio Grandę Mestern R.R. Co. 
yDuluth, So.Shore and Atlantic Ry. Cn. (Tho) 
—Erie Rallroad Company 
N/Floriaa East Coast Railway Company 


/Great Northern 


:y Company 


/Gulf, Mobile and Ohio Rallroad Company 

J Illinois Central Rallroad Company 
Kansas City Southern Railway Company 
Lalce Superior £ Ishpemlng Railroad Co. 
-i-ehigh *Valley Rallroad Company 
'•Louisvillc <1 Nashvillc Railroad Company 
JMalne Central Rallroad Company 
-Michigan Central Railroad (The) 
'jMir.neapolis 4 St. Loui 3 Ry. Co. (The) 

■1 Minneapolis, St.Paul <L Sault Sto Marie R.R. 
•*Missouri-Kansac-Totas Railroad Company 
-'Missouri Pacific Railroad Company 
J Monon R.R. 

"-New Jersey and New York Rallroad Co. 

■eNcw Yorlc Central Railroad Company 
—New Yorlc, Chicago and St. Louis R.R. Cu. 
"-New Yorlc, New Haven ar.d Hartford R.R. Co. 
—New Yorlc, Sucpuchannr and Mestern R.R. Co. 
—Norfolk and VJcs tern Rai luny Co. 

—tNorfolk Southern Railv/ny Co. 

^Northern Pacific Railway Co. 


$ 33 

1 330 
578 

1 185 

28 

665 

28 

173 

173 

313 

491 

144 

780 

115 

751 

636 

49 

433 

28 

86 

144 

404 

173 

28 

665 

173 

433 

173 

838 

86 

28 

289 

693 

144 

896 

57 

86 

346 

570 

06 

28 

2 775 
115 

1 272 
28 
260 
28 
346 


217.26 

114.31 
311.25 

537.40 
915.79 
057.82 
915.79 
493.22 
493.21 
070.61 
564.64 
577.35 
719.38 
662.42 
004.41 
142.03 

826.31 
733.CO 
915.79 
746.60 
577.35 

817.20 

493.15 

m t 00 
057.’82 

493.21 
733-Cl 
493.21 
551.02 
746.60 

915.79 
155.62 
973-67 
577.35 

381.79 

830.79 
746.60 

906.41 

311.25 

746.60 

915.79 
892.02 

662.42 
284.02 
915.79 
239.81 
915.79 
986.41 


')/<? 


/ 
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Nanc of Carrlcr 

^v^cnncylvania Rallroad Company 
--Reading Company 

/Richmond, Fredcrichsburg <L Po tonąc R.R.Co. 
yst. Louis—San Frań ci o co Rallway Co. 

^St. Louis Southwestern Rallway Conpany 
— St, Louis Southwestern Ry. Co. of Temao 
/Seaboard Air Linę Railrond Co. 

'/Southern Pacific Company 
/Southern Rallway Company 
Spolcane, Port land and Seattlc Ry. Co. 
“/Tomas and Pacific Rallway Co. (The) 
v Union -"aciflc Rallroad Co. 
ł ~'Virginian rallway Company 
—Wabash Rallroad Company 
■“rY/estern Maryland Railway Conpany 
4 Western Pacific Rallroad Conaany 
yWestern Rallway of Alabama (The) 

J Wisconsin Central Rallway Company 

Total 


Amount of Uotc 


03 643 
346 
202 
404 
57 
57 
491 
1 330 
315 
20 
231 
722 
28 
346 
28 

57 

28 

86 


353.04 
986.Li 
409.02 
817.19 
830.79 

830.79 
564.08 

114.80 
566.02 
915.79 
324.01 
• 888.62 

915.79 
986.41 
915-79 

830.79 

915.79 
746.60 


027 637 053.80 


Lo contract, undcrwrltlng or other arrangenent will 
be nade ln conr.cctlon wlth theproposed lssue other 
than tne contract to be undcrtalcen in accordance wlth 
the teras of such notes. 

(l) Puli corporate authorlty for the lssuance 
of the note3 and for the filing of thls appllcation 
hac be en glven by the board of directors at the neetinr 
thereof held at Chicago, Illinois, on July 15 and 16 , 
1959, at Yfhicli appropriatc resoluticns wero adopted. 

The namr , titlc and address of the presldcnt of the 
Appllcant who has, by the aforencntloned rcsolutlon, 
bcen authorized to cign, vcrlfy and file thls appllca- 
‘ .on, are: 

Mr. William B. Johnson 

Presldcnt 

Rallway Znpresn Agcncy, Inc. 

219 East 42nd Street 

New YorI: 17, N. Y. 
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(j) The name of counsel for the company to whon 
corrcspondcnce ln regard to this application may bo 
addrcsced .te: 

Mr. R. J. Flctcher 

Vicc Presldent and General Counsel 

Railway Expn3cs Aęency, Inc. 

219 Eant 42nd Street 
New Yorlc 17, N. Y. 

XI 

The following reąulred Exhibits (49 CFR 5^.2) aro 
attached hereto and madę a part hercof: 

As Exhibit 1, a cortlfied copy of Appllcanfs By-Laws 
wlth amendnents to datę (fllcd with the orlfcin&l only) . A 
copy of A.pplicant’s Ccrtlflcate of Incorporation was filed 
wlth the application ln Finance Do.clcet No. 12242, Rallv;ay 
Exnresf, Agoncy, Incproorą.ted, Notes , and 13 herc by incorpor- 
ated ln this application by referer.ee. 

As Exhiblt 2, certifled. copy of the resolutlon cf 
Appllcant'G ZJoard of Dlrectors authorising the proposed 
lssue of notes and authorizing the filing of this application. 

As E^hlbit 3, oplnlon of counsel wlth respect to the 
lawfullncss of tac proposed issuance. 

As Exhibit 4, a statenent with refcrcnce to the scope 
of Appllcanfs operations. 

Ae_Exhiblt 5 , for;?, of noto proposed to be lssucd. 

As Exhlbit 7, a verifled copy of Applioanfs generał 
balancc oheet, as of the latcst prnctlcaole datc. 

As Exhlbit 8, a vcrlflcd copy of Applicant 1 s incone 


21o 
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Gtato of Ncv: Yorh ) 

) or».: 

County of Ncw York ) 


milom B. Johneon, belng duły eworn, deposcs and stiya: 
That he la thc i^sldcnt of AppUcant, Railway Exprecc 
Agency, Incorporntcd, exccuted thc forcgolng appllcotlon; 

that he h'r> rcad such applicatlon and talowe the contcnto 
thcr-jof; and that thc same aro truć ac etated. 


_ /g/ b r 11dlan S. Johnson 

Subscrlbcd ln my preser.ce and sworn to before mc, by the 
afflant abovc named thls 31st day of August, 1959* 


(SEAL) 


/s/ Marcus I'. Curry 
Not ary Public 


*7 

es i .. 








Exhibit 2 


I hercby certify that at a nceting of thc Board of 
Dircctor3 of Rai lwa y Zrcpress Agcncy, Incorporated, duły callcd 
and held in Chicago, Illinois, on July 15 and 16, 1959, a quoran 
being prescnt, the folłov:ing resolution was adopted: 

RE~0LVED, That, subject to such approval of public author- 
ity as nay bo rauuired by law, tho Company issue non-negotiable 
promissory notes in r.n aggregate principal amour.t not to exceed 
■)2&, 591,266 in ray.nont oi’ outstanding advances madę by certain 
railroads to tho Company, the notę to be issued to each such 
railroad being in a principal amount equal to bhe amount of ad- 
vances fron such railroad as shov/n on the books of thc Company, 
provided, however, the notes to be issued to railroads which 
have withdrawn from the Standard Express Operationr. Agreenent 
or which v:ill withdraw on January 1, 19^0. shall ba issued after 
the adjustaents provided in ^ection 4 of Article 17 of such 
agreenent havc been madę, and shall be equal, j.n principal 
amount, to the outstanding advances of such railroads after 
such adjustments; and 

RESOLYED FURTHZR, That the aforesaid notes shall maturę at 
such tines and baar interest at such ratę as may be approved by 
the Company* s Finance Com iittea; and 


RZoOLYZD KUk/':;ZR, Tr..-.t T ' T illian 3: Johnson, President, 

Robert C. Her.don, Vice-r rosident, and Chester J. Junp, Vice- 
Presicient, be ano sncy huruuy c-.iC, and each of them ir.diYiću- 
ally hereby is, authoriscd to executo and deliver on behalf of 
Railway Express Ager.cy, Incorporated, non-negotlabie promissory 
notes in accordanco with the foregoing; and 

RZS0LVZD FURTKZR, That the aforesaid William 3. Johnson, 
Robert C. Hendon, and Chester J. Junp, be and they hereby are, 
and each of them individ.ua.lly hereby is, designated and author- 
ized as the executive -officer to make, sign, vcrify and file 
with the Interstate Commerce Com.mission an aprlication for 
authority to issue non-negotiable promissory notes as des- 
cribed in thc foregoing resolutions. 


/b/ 0. 4 . 

Sccrctary 


BFAFYs*' 


(SSAŁ) 
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OPIlilOU OF COUr:'SL 


Exhibit 3 


In rny opinion, thc issue of notes with rcspcct to 
which this application is nr.de is for a lawful object 
within the applicanfs corporate purposes and is connatiblc 
v;ith the public intcrest and will be legally authorised and 
valid if approved by the Interstate Corsnerce Cotauission. 

opecial reference is nade to: 

Article Third, Section 12 of applicanfs Ccrti- 
ficate of Ir.corporation v:hich provides, among 
other things, that applicant nay borro v r.or.ey 
for any of~the purnoses of the Corporation ana 
issue bonds, clebentures, notes or othcr obliga- 
tions therefor and secure the sarnę by pled.^e or 
mortgage cf any part of the Corporation*s property. 

Article III, Section 4 of the applicanfs By-Laws 

. .1. i_«. _,lt-V|pr' th"* f!f S . that thC ^ O S. r _ Ol 

Directcrs nay exercise all pov;ers 6f the Corporation whicn 
•are not by statut3 or by the Certificate Oi -ncorpora^ion 
or by the 3y-Lav;s directed or recuired to te enercised 
done by the stcckholders. Thcrc is no reqt ..renenu as to 
stockholdcr acticui irir.h reference co thc issue^of no.es 
containaa i.n appiicc.ble statutos, or^the Certmc^te o* 
Incorporation or Dy-Lav/s of applicant. 


_ /s/ R. J- Fletchcr _ 

Vice Prcsidcnt & General Counsel 





Exhibit U 


Appllcant i3 en£a£c.d ln thc trancportation of property 
by express on practically all paccenEer-carrying rallroads 
ln the United States and cn many other rallroads and truci: 
llnes as well. It also ojjerates with its ov;r. employces 
approximately 450 motor carrier routes distributed through- 
out thę United States. All cf such routes are short and most 
of them have ocen initiated ln cubstitution for passcngcr 
train servlce which has bcen discontinucd. The certiflcates 
for practically all routec contain a conditlon lir.it Ing the 
express matter carrled ovor them to that which has had a 
prior or will have a subsoąucnt raił aovenent. 

Applicar.t ls also engaged, with the authority of the 
Clvil Aeronautics ’3oard, ln the tnmsportation of air express 
on all air lines in the United States certificated by sald 
Board. 
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EXHIBI? 5 - Propoced Ferm of Natc. 

»' ■ 1 . . M '*■* ———— 
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RAILUAi’ EXPP.IT 3S AhENCY, INCORPCRA1’ TD 
PROKISGÓRY NOTĘ 
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CctchŁT 1, 1959. 


The undersicr.cd, Railway Ezprcos Ap*:ic/ , ri-o. -t A 

a Corporation oryuniucd and enlsti.r.g unuor n U ft •-rtue 01 

the laws of thc State of Delawara h ;; c ;^ or ore 
for value receivnd, hcrccy promiren .,0 cn o. L..ore 

December 31» 1973 , to- - - ^ < r yób 

<\ ln lawful noney ot ti.o ouitea 


payable scml-annually on thc fi ret da; 
Octobcr. This nouC is lcsucd, 
the payer and payee heroin upon the f< 
conditior.c: 


total current amount of.opcn mcoiri iracher.,^, 
owed by the Agency to the payee nereii: on the oate 
hereof ar.d coce ot ar.ee of this notę r.hall be c.ce.-d 
fuli and comrletc satisfaction of ruch opon neeOunt 
lndebtcdness. This noto conrtitutcc ( one ox 00 
cinilar notes in the arpjCf-uto prir.oi^* a -* c 
of (. 27 ,637,053.80, nil representing opon acc.ou.it 
indebtedr.ess as aforesaid. 

2. This noto is non-negctiable and -paynent of 
the principal osount tr.creof r.ude to the payee 
heroin ehall constituto fuli and ccapie te saa.- 
faction of thc lr.de btedness represrntcn ncn-.p 
unless thc Agoncy cha 11 hovo receieed f nom tr.e 
payee 30 days v;ritt.;n notlee of ar.y asr.icr.mcnt o. ^ 
other transfer of eaid noto in w nich cvcnt ua>ment 
of the urincipal anount hereof to thc aoshyncc 01 
trans forte of said notę snuli constituto : uli ar.d 
corr.plcte rni.isfaction of the indebtedr.ess rep ro¬ 
sę nt od hcrccy. 


3 . The obij pat lor. of this notę is ar.d will re- 
main aubordT natc to tho o hi .i ya ti on ol .•■.ner.ci to 
Morgan Guaruiity Trust Company of Mew Yorkundcr 
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2 . 

thc Loan Agrceraent dated August 25, 1950. aa now 
and hereaftcr a.rc-r.dcd, be twe on Agcncy ani Guarar.ty 
Trust Company of New York and thc noto dó.tccl 
August 25, 1958 lsnuod under sald Loan Agreenrnt 
in tho original princlpel anount of 0 ?, 000,000 
and to any and all ir.de bteaness of Agency rcpro- 
Ecntcd by notes issued to The New York Trust 
Company, Agent, pursuant to the authorisatlcn of 
the Interstate Conncrce Connission in Financo 
Dockets Kos. 1S6?4, 1877~, 18934 and 19951, ~o 
long as such obligutlon and indebtednesa shal ’1 
remain outstanalng. 

4. Agency hereby oblicateo itself to estc.bl.ioh 
a einkinc: fund for the retirenent of the princir.il 
anount of this and all sinilr- notes, conmcncing 
as of the first day of the „ - r 1965. haynenta 
lnto the sinking fund shall 1 • madę on the first 
day of May, 19 65 and on the same datę in each nub- 
eeąuent year to and inciudlng the year 1973* The 
payments shall ce in such anounts aoshall rep 1 * 5 - 
sent ten per cent ( 10 $) of the net incone of the 
Agency for the cnler.dar year. r.ext preceding the y 'ar 
in v/hich such payments nre nade. Such net incone 
shall be thnt incone rerainlng aft-er aro vi s i on. for 
paynent or aix cx?enses and taxes, and diuLribuLlwł-.s, 
lf any, to carriers by raił rond under Article 1C, 
Sectlon 2 (f) of the Standard Exroress Cceratior.s 
Agreenent effective Octotsr 1, 1959. 

5. It is a further condltion wlth rc-spect to thc 
establishment of thc sinking fund heroinabove de¬ 
ser 1 be d that v;hen on any May 1 the total anount of 
such fund anounts to C 50 , 000.00 or noro, and the 
Agcncy is not in default on its obligation and in- 
debtedness referred to in paragraph 3 a bove, the 
Agcncy shall apply such fund on the following’ July 1 
to the payr.cn t, in whole or in part, of this or 
slnllar notes representing tho aforenentioned aggre- 
gate anount of ocen lndebtedness. The Agency shall 
reeuest ter.de ro fron the pnyee and payees of f.inilar 
notes^ of so nuch of the Ir.debtodness reprosentcu 
theroby and at such prices as the payees shall de- 
slre to make. The Agency shall pay such portior. of 
the notes tendered as will operatc to itr. ber.t 
advartage. In the cvent that tendorc at less thm par 
are not receivcd or if the balance rc.nainlng in the 
sinking fund after acccptanco of all tenders lccs than 
par CłUill bo 850 ,G00 or i-ore, thc balance in the sinki 
fund shall be applicd to thc payment of the notes 


I 
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wlthout prcniun, on the baola of the prorato. 
ohare of cach paycc ln the total anount of ouch 
balanco of the siniang fur.d. 


6 . Afjcnc 7 sh 
oU or any part 
Partlal propayn 
fund providcd a 
anount of .','. 5 CO, 
notę and ail ci: 
io not ln defau: 
referred to ln ; 
this noto cha 11 
ear.ie ratio to t] 
notę a 3 the rat: 
to the total un; 
einllar notes. 


a 11 have the rlęht of prepaynent of 
of the Principal anount hereof, 
ent, ether tlian fron the slahlnr* 

.cove, ray or.ly be nade ln an nccrerate 
CCC.00 or morę to the holdcr of this 
nilar notes and only v;hor. the A.nency 
ilt on Itc obli^-atlon and lndc ctcdr.ess 
pa rac reph 3 above. ? rcpay:::cnt on 
be aa dc ln an anount uhich bcars the 
ho ur.paid Principal anount of this 
lo of the ageregate preoa^neni bearo 
pald principal anounts of this and 


7« In the cver.t that a petition for reorranieaticn 
under any appllcablo provlslon of the Bankruptcy Act, 
as nov; ccr.stitutea or -is hereafter aner.ded, shall be’ 
flled by or nrainst the Ajer.cy, and the oblifration cf 
uiic Agcncj u.ncici' uł*jLs not^o sh/?!Ll net# 'bcpn 

assuned by a trustee or trustee 3 appoir.ted ln such 
proceedir.fr or otheruinc pi ren the serne status as 

ODxigaLj.onsi aaau:.it'u uj u truotCć Ol* truStCCS - 

wlthin 30 days after such appointnent, lf any, or 
„60 days ci ter such petition shall havo becn filed, 
v/hlchcver is ecrlicr, or in the ovcnt thet nrb- 
c ^dln 3 s for the finał dissolutlon and llcuidatlcn 
i‘G en cy aro cornenced, the payee nay declare 
r0 un ? a id principal anount hercof, to.no tr.c r 
yith tne interest thercon then accrued and ur.óaid, 
lcncdiately due and payable. 

8 * Agency hercby agroes that no dlvldends on lts 
capioal soocn shal' bo dcclarcd or pald 00 lon~ as 
tiie obi a ca tlone cyidenccd herc by shall rcmain ur.naid. 


■ RAlLilAY EX?RESS AGENCY, INCORPORATED 
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Exhlblt 12 


Deucription of Exlctlng Cbligations to bo 
_Dlr.charrred by the Proooosd Noted_ 


The 6xiGting obligatlons whlch are to be re- 

placed by the proposed lssue of promissory not er- are 

loano evldenced only by credit ltems on the books of 

the Applicant ln favor of the rallroads listedin the 
• •% 

Application. They constitute open ccount indebted- 

nesa .and have never been repre^ented by securlties 

or wrltten obllfjntionc of any_ klnd. The loans v;ere 

created by_deductlons _ncde fro.m tli’e _to tl.ne from 

exprec6 privilege paynents due to stockholding rail- 

roads. Such deductions were for the purpose of 

neetlng the prlncipal amounts due under the terr.s of 

the bonds and notes Issued by ApPllcant in accordance 

wlth the authority of the Connlsslon given ln 

Securltles r.r.d Acoulsltlon of Control of Rally:?y 

Exnress Agency . Inc .. 150 ICC 423 (1929), and Rr.llucy 

Exorcs 3 Agency . Inc . Notes . 230 ICC 4?8 (1938), re- 

spectlvely. Interest has been pald regularly on the 

loann, at various rates, but there has been no agree- 

ment between Appll cant _ and '.the rallroads on the mat ter. 
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INTERSTATE COMMERCE COMMISSION 


No. 33140 

EXPBESS CONTKACT, 1050 

Dt dduL Scplcmbcr 21, 


r|x>n upiilli-iition I»f Hit* Hallwny l^pross Ageney, Tnc., u ml n-ilnln rnilrnails 
for aii|trovnl mul nutluiri/.ntion to i>ool or dlride traHic, serrioo, utul earn- 
ItiK-s In eonnectton willi tlić comluet uf tlie c.\'i>riss business, sucli poolinc 
or ilivision njipiweil nnO authorized. 

H. ./. Fhtcher. Paul P. Dulce, William D. McLeun. Hubert .1 litten, 
C. Gturge Niehanlc, Jr., :md Stan- 7'honuts for applicants. 

William J. Augello , Jr., William C. Elialt, aml Charles Donley 
for interreners. 

Report of tiie Commission 

Division 3, CommissionK its Fiieas, Walrath, and McPiierson 
Br Diyision 3: 

Due and timely esecution of our functions iinperative]y and un- 
avoidably rerjuires tlint tlie issuanee of a proposed report in tliis 
proceeding be omitted. 

By application filed on .Tuly 23, 1050, as supplemented sit fhe 
hcaring on August 18, 1950, cei-tain common-carrier railroads seek 
our approral and authority under section 5(1) of tlie Interstate 
Commerce Aet for tlie continued pooling and diyision of tratłie, 
serviec, and earnings incident to tlie conduet of the railway espress 
business by tlie Railway Express Agencj’, Incorporated, bereinafter 
referred to as the Express Agency, under a new agreement intended 
to become ellectire on October 1, 1059, and to continue until Deceinber 
31, 1073. ■ 

Tliere is no opposition to the application. The National Fisheries 
Institute, Inc., Society of American Florists, and the Prodncers’ 
Packaging Association, Inc., interrened but ollered no eridence. The 
National Industrial Traffic League, United States Potters Associa¬ 
tion, J. M. Mutthews & Company, and the Chamber of Commerce 
of Pittsburgh, Pa., informally espressed their support of the ap¬ 
plication. 

We approred and authorized the present pooling arrangement 
embodied in the present agreement in Exprest Contract, 19óĄ, 291 
I.C.C. 11. The operation thereimder was to continue from March 
1, 1054, to Dccember 31, 1973, subject to the riglit of a participating 
raił carrier to witlidraw from the agreement on the first day of any 

308 I.C.C. 
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monlh after Dcrcmbcr 31, IMS, if notico of sucli withdrawal wcre 
g ivcn not less than 1S monllis in advancc by the first. ca ni er pro- 
pos i„g to withdraw and 12 monllis by otliers. Soine of the smallcr 
raił carriers availnl thoinsolrcs of tliis right of withdrawal. and 
one large easlcrn railroad liad servcd notice of withdrawal at the 
end of 1959. Therc were indioations tliat if tliis intention lud been 
carried out otlier easlcrn carriers would harc followcd its example, 
foreshadowing a liąuidation of tlić E\picss Agcncy. 

Tlicse withdrawals and Ihrcatcncd witlulrawals rcflccted long- 
standing dissalisfaction on the part of the railroads with their cant- 
ings froin cxpiess traflic. In 1955 the total out-of-pockct delicit of 
the railroads from tliis serrice was apprcximatoly $1G million. In 
195G tliis figurę inereased to $2-1.5 million and in 195S to $10 million. 
The ostimated defieit for 1959 was originally $3S million but is now 
$1S.5 million as a rcsult of sliarp reductions in operating espenses.' 
including discontimiance of adrertising, substantial curtailment of 
the sales°force, and materiał deferment of truck maintenance, doeined 
adrisable in vicw of the threatened liąuidation of the Express 
Agency. 

To avoid tliat liąuidation if at all possiblc, the new agreement 
was dc%-ised by the directors and otlier oflicers of the Espress Agcncy 
after extensive negotiations. The new “standard espress operations 
a' T rcelnent , ’ has been formally assented to by all of the espress- 
carrying railroads, escept the Chicago and North Western Eailway 
Company. 1 At tlie hearing on the application, railroad executives 
representuig eastern, Southern, and western railroads testified in 
support of the agreement. It is stated tliat the agreement is not 
entirely satisfactory to everyone concerned and has been agreed to 
reluctantly by sonie carriers. However, the agreement is generally 
re^arded as the only one which could have received the necessary 
support, stemming from a unanimous desire to retain railroad control 
of express transportation. 

The broad objectire of the agreement is to facilitate contemplated 
improrcments in serrice and place the espress business on a profitable 
basis. It is espected that these improrements will be madę gradu- 
ally in the period from October 1, 1959, to June 30, 1961. Witliin 
that period no participating raił carrier would have the rigbt to 
withdraw unless the agreement should be amended without its con- 
sent. In sucli event, it could withdraw upon GO days- notice and 
otlier raił carriers could withdraw upon 30 dnys ! notice. A raił 
carrier could withdraw completely from tlić agreement on June 30, 
1901, on 90 days’ notice, and otlier raił carriers could withdraw on 

iTht* carrier will coatlnue to baodle espress traffle preaumably under some lodlrldual 
arranfemenfi. 
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GO days’ noticc. Aftcr .June ”0, 1001, a raił carricr would be |>«t- 
inittccl to witlidraw on the first day of any inontli upon 12 montlis’ 
noticc, and after any snęli noticc is gircn otlicr raił carricrs eould 
witndraw upon S montlis’ notice. 

Undcr the new agreement tlić Kxprcss Agency woold bc able to 
utilize carricrs otlicr tlian raił lincs witbout tlić rcstrictiov.s on sttch 
nsc in tlić prescnt agreement. The latter pennits tlić Ex prcss 
Agency to “providc any Snstrumcntality otlicr tlian a railroad train 
for tlie transportation of t*xprcss traffic which otherwise wonld be 
transport ed on trains” of a raił carricr but only with tlie consent of 
tlio raił carricr or carriers partics to tlie agreement ‘•which might 
paticipate between tlie points involvcd in snęli transportation if con- 
dticted by railroad.” Tlie obligation of tlie Express Agency speci- 
fied in tlie new agrocment is to conduct tlie express transporration 
business cdiciently and economically using such routes and modes of 
transportation as in tlie judgment of tlie Express Agency shall be 
most advantageous in achicving such objectire. 

Accordingly, the Express Agency “may select any instnnnentality 
for tlie transportation of express trafTic and shall have fuli freedom 
of routing of all espress traffic, whether by railroad, water carrier, 
motor carrier airline or otherwise.” Howerer, before the Express 
Agency could dirert cxpress traffic from a raił carrier to one of 
another kind, it. would'be required to notify the affected raił carrier 
of its intention to divert in order to permit the filing witliin 10 days 
of a protest to the Express Agency’s board of directors. A protest 
would have the effect of suspending the dirersion pending a hearing 
by the board, wliose decision would be finał upon consideration of 
the interest of the public, the Espress Agency, the protesting raił 
carrier, and tlie railroad industry in generał. Consistently with 
tliis proposal tliere would be omitted from the new agreement an 
article in the present agreement reąuiring the Express Agency to 
divide competitire traffic among the raił carriers “upon a fair and 
equitable basis” giving due consideration to “the former discribu- 
tion of competitire carload traffic and to tlie elements of senrice, 
direct routing, car supply, terminal facilities and orerall efficiency.” 

Of major importance from the standpoint of pooling are the 
provisions of the new agreement relating to payments to participat- 
ing raił carriers for the serrices perforined by tliem. The new 
agreement, like its predecessoi-s, prorides for pooling witliin four 
territorial groups, to one of which each participating raił carrier 
is assigned. In the. fi ret contract of 1029, article V thereof - set 
forth the metliod of determining the sliare of raił transportation 
rerenue payable to the respective raił carriere, briefly described in 

* Raihcny Exp. Aęcncy, Jnc., BtCMritia and Control, 150 I.C.C. 423, 437 ff. 
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Ittalway I£xp. A f/e net/, /nr., Pouling A ppJIralion, 22i l.C.C. 517, 
520 as follows: 

SlJttod gctiornlly • • • the enrnliiB* fr»m ox)irrss n|wrati<>ns of (Im Ex|iress 
Agency wltliiu cuch of foiir spccificil Krinips. for cuili rnonth iiftcr itccumitini; 
for nil iicm.s of imome and tleOml hms therefrom, will be dcsisnatotl "raił 
transportation rccenue" nnd pa id to the cnrricrs wltliiu the resifctWo group* 
thot aro entitled to receive it, in the pniimrtiou th.it the gross oxiirexs trans- 
jiortatiou reveiiues on other thnn earloml business for tlie uioiitli carned ou 
the llue of on eh suoh earrier hears to the gross express transportation rev- 
cntics on other thau rarlond business earned oii the liues of alt sueh enrriers 
In the group for tlint mouth. 

Article V as modified becamc article 10 of tlie present ugreement, 
which bas been designated article 0 of tlie new ugreement. It is 
expected to be supersedcd July 1,1901, by u new article 10 mote ftilly 
referred to infru. The present basis of paymeuts to raił catriers will 
therefore continue in elfect until that datę witli two modifications 
now to be mentioned. 

At present revenue from carload sbipinents, whiclt is treated sep- 
arately from that on other-than -carload traffic, is divided by giving 
the E.\press Agency 10 percent tliereof and the individnal carload 
raił earrier 90 percent. Undcr the proposed agreement, the^e per- 
centages would be changed to 12.5 and 87.5, respectively, to conform 
ntore nearly to relatire actual expense involvcd. 

The other modification relates to allocation of Espress Agency 
espenses in connection with other-than-carload shipments moving 
through three or morę regional groups. The present armngement 
is substantially a first-class ratę prorate, which makes no allowance 
for lower transportation costs in an intermediate region. Tlie new 
proposal is that total Espress Agency expenses in the futurę shall be 
dirided 37 percent to the origin group, a total of 26 percent to the 
intermediate group or groups, and 37 percent to the destination 
group. Thus each group will share in the Espress Agencv ! s costs in 
the origin and destination regions as a necessary expcr.se for the 
through morement. This modification is intended to satisfy the 
objections of raił carriers to a basis which does not take account of 
regional differences affecting the Express Agency's costs. The modi¬ 
fication is in addition to another of the same naturę affecting inter- 
group traffic mentioned in Eiprcsz Contrnet. 7.7J.J, *upm, page 12. 

Under the new article 10 the present inethod of netermining raił 
transportation rerenue from other-than-carload express shipments 
would be replaced erentually by a plan for pnrehasing raił trans¬ 
portation on he basis of a car-foot mile ratę related to raił costs. 
The transition is to be gradnal. From July 1, 19G1, to Decembcr 31, 
19G2, the Express Agency would pay to the railroads compensation 
based on a car-foot mile ratę for each group to be ascertaincd by 
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dividing the total payments to the railrosids in the re.->pi‘cti ve groups 
during solcctcd prior 0-montli base periods by tbc total assigned car- 
foot lnilcs for tbc particular group. Under this tcmporary arrango- 
ment tlicie would bc a car-foot mile ratc for cacli group, but tlie 
ul t i mato revemic per car-foot mile rcccivc<l by individual railroads in 
a group would not bc uniform. Kcrcnues would be allocated 
monthly to tbc groups on tbc basis of the car-foot miles of tbc group 
for tbc month multiplied by the applicablc car-foot mile ratc. 
Tlicre would also be a montldy distribut ion of rcvenuc to indiridual 
railroads based on tbc relation of cacli railroads car-foot mile 
payments in tbc basc period to the total car-foot mile payments for 
its group. 

After January 1, 1963, the Exprcss Agency would pay cacli group 
on tbc basis of a ratę per car-foot mile for that group predicated 
on a group average out-of-pocket raił cost to be computcd by appli- 
cation of a formula uniform for all groups. Under tliis plan, pay¬ 
ments for 1063 and succceding years would be madę to tho groups 
on the basis of the car-foot mile ratę for each group multiplied by 
the car-foot miles of the group. 

After June 30, 1961, rerenue would also be determined under 
article 9 (the present article 10), and any cxęess resulting fromthi§__ 
al ternative a pplicatip n wou ld he-ditutled egually betwcen the Exprcss_ 
Ągency_and_tlie_rail.xarriers. 

The use of tlie new plan described above, howerer, is contingent 
upon the repeal of section 557, title 39 of the United States Codę, or 
amendment thereof to make it inapplicable to espress companies 
owned or controlled by raił carriers. Under this section the Com- 
mission from time to time is requested to fumish the Postmaster 
General with information as to the rerenue received by railroad 
companies from espress companies for serrices rendered in the trans- 
portation of express matter. 

The applicants consider the new article 10 to be of outstanding 
importance for reasons stated by the principal railroad witness as 
follows: 

This is trały the biggest step which could be tr.ken to create an incentire 
mul to make the Apency independent, in that its personnel will then know 
what its fnll transportation oblisations are. They will have to operate their 
company as any other independent business, that is with the necessary elfi- 
ciency in their oi>ei-ations sn that they can pay all their bills—ineluding the 
cost of line-hnul transportation. This chan ze combined with greater freedom 
giren to tlie Agency in selecting its transportation media • • • sbould, we 
sineerely hope. lead to the most efEcient and economic oiieration which it U 
possible for the Agency to have. 

Tlie present eontract provides that tho Express Agency sliall liave 
no net taxable income and directs certain adiustments of its accounts 
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to this cml. The proposed ngrccmenl would cxccpt from this pro- 
vision “profit on renl proporty and efpiipment sold,” looking forward 
to tlić period after Juno 30, 10G1, when the restriction prorenting 
the carning of net incomc would hc rwnored if tlie ucw article 10 
bccomcs operatire. It is the applicants’ definite hope that tlio 
Expross Agency may bcconic a profit-making entorprise in every 
sense of tlie woni, althongh the Exprcss Ageucy’s president predicts 
that the profits “will no doubt be modest at first and will probably 
all l>e used for nccossaiy Capital espenditures for sonie time to coine. : ’ 
This cliangc in the Exprcss Agency’s status is cxpee(ed to bear frnit 
in a greater degree of cost conscioasness on the part of its otłioials 
and eniployees for rcasons explained by one witness in the follow- 
ing statement: 

The presont aeeounting provisions proviUe tlie Agency \vith a blank check 
to pay its expcnses, witli the railroads’ getting what is left over for line-li ul 
transportutlon. As a rcsult, we discovere<i that many people, inoludins s nr.e 
of the Ageucy's own pcrsonnel, looked upon the ditference between wliat the 
Ager.cy collected from the public and its own costs as something akia to a 
profit. 

The absence of opposition to the application lends weight to sucli 
expressions of sliipper support as have come to our attention. We 
believe that the Express Agency occtipies a useful place in the 
transport ation of smali shipments and that its continuance would 
be preferable to a substitute organization whose entry into the field 
might be attended with uncertainty and confusion. 

The pooling of senrice and earnings inrolred in tlie proposed plan 
does not differ cssentially from that underlying prerious express 
contracts approred by the Commission. In some respects the pro¬ 
posed agreement removes grounds of criticism directed to previou 9 
contracts. Tlie conditions for witlidrawal of dissatisfied partici- 
pants arc liberał and reasonable. After June 30, 1961, the periods of 
notice of withdrawal would be shorter tban those in the present 
agreement. As the agreement could be amended by a rotę of raił 
carriers representing not less than 85 percent of the car-foot miles 
of all participants, dissident carriers would hare less power to 
prevent modifications than they have under the present agreement, 
which requires unanimity. 

Wlien the present contract was under consideration in 195-3, tliera 
was criticism of the reąuirement for the diriding of coinpetitire 
traffic among the railroads before mentioned. Recognizing tlie force 
of this criticism, the Commission, as in nn earlier proceeding. con- 
sidered itself not in a position to deal with the matter at that time, 
Express Contract , 1954-, supra, page 14. The new prorisions per- 
mitting the use of carriers otlier than railroads appear to be clcarly 
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^ “in tlić intcrcsl of bctler sctricc lo (lic public” and “of cconomy in 

operation" specilicd in scetion 5(1). 

Ncrossarily nwnicrous drtails of ilio proposed agreement liavc not 
lucn disrnsscd in tliis report, for tlic reason tliat Miry aro not germanc 
to 1 lic Inoad issno of pooling. In prior report.*? tlic articles of tho 
eontracls doaling witli tlie dirision of camings havc had prinoipal 
i-onsiderat ion, but. tlić Coimnission has deenied it nnneccssary to 
pass upon tlic specific details tliereof. Articles 9 and 10 of tlić 
proposed agreement, in onr vie\v, satiafy tire rwpiirements of sectioit 
X>(1) tliat the terms and conditions of tlić pooling and tlie con- 
sideration as hetween partieipnting carricrs be just and rcasonable. 

• Althongh we are not primarily eoncerned witli the organie struć* 
ture of the Express Agency, we believe tliat the plan to cnlarge its 
managerial responsibility should enable it to perfonn its funetions 
morę eflkiently and enhance its usefulness in the transportation field. 
1 We fuid: 

1. That all of the applicants have assented to the pooling or divi- 
sion of traflic. serrice and earnings involved in the conduct of the 
; express business as proposed in the application; 

i 2. That the proposed pooling will be in the interest of better 

servicc to tlie public and of economy of operation; 

3. Tliat the proposed pooling will not unduly restrain competition; 
and 

4. That the consideration for the proposed pooling will be just and 
rcasonable. 

An order authorizing and approring the proposed pooling will be 
i entered. 
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YERIFIED STATEMENT OF L. JOHN EICHNER 


My name is L. John Eichner and my business 
address is 230 Park Avenue, New York, New York. I am 
a member of the firm of Simat, Helliesen & Eichner, a 
Professional consulting firm which engages in economic 
and transportation studies for various agencies of the 
Federal Government, for State and municipal governments 
and their agencies and for industrial and transporta¬ 
tion companies. 


STATEMENT OF QUALIFICATIONS 

By way of hackground, I graduated in 1942 from 
The Johns Hopkins University with a degree in economics. 
From 1942 through 1945, I was on active duty with the 
Air Force, and subseąuently remained in the Air Force 
Reserve, with the military occupational specialty of 
Transportation Officer and the rank of Lt. Colonel, 
un til I entered the retired reserve in 1966. 

From 1945 until 1953, I was employed by Capital 
Airlines in New York and Washington, D.C. and participated 
in the establishment of one of the first axr freight 
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services in the United States. I was also responsible 
for the mail and express activities of the company and 
served as chairman of the industry mail committee during 
this period, as air postał transportation expert for the 
U.S. Senate Postał Advisory Council, and on various in¬ 
dustry committees. Prom 1953 until 1961, I was vice 
presiaent of Texas International Airways, and was re¬ 
sponsible for all of the grounć activities of this 
company, including marketing, passenger and cargo services, 
passenger reservations, scheduling, tariffs and adver- 
tising. Throughcut this period I represented the local 
service airline industry as their representative on the 
Bcard cf Directcrs of Air cargo, Inc. in connection with 
the provision of trucking services for air freight, on 
the Airlines' Negotiating Committee in connection with 
the negotiation of the industry contracts for express 
services, as chairman of the industry's Air Express 
Committee, and as a member of the Air Traffic con- 
ference. 

Prom 1961 until 1966, I was in charge of long 
rangę planning for American Airlines. My department, 
and personnel under my direct supervision, performed 
complete econcmic and cost analyses of various passenger 
services, under varying conditions of carriage, of 
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various reservations systems, of varying competitive 
services of all modes. The Eąuipment Cost nalysis 
Section was madę a part of our Long Rangę Planning 
Department for the later years of this period. Various 
Computer reports of costs of providing passenger services 
by trips and city-pairs were designed and developed by 
my department. 

In 1966 I became a member of the firm of 
Simat, Helliesen & Eichner, and sińce then I have partici- 
pated in or directed major studies of all modes of trans- 
portation during the past eight years. Among these 
studies have been those of the comparative costs of raił 
and water transportation for domestic and export ship- 
ments, of costs of freight forwarder services, of costs 
of truck pickup and delivery services, of costs of handling 
passengers for many airlines under many varying conditions, 
of cost of containerizaticn of smali shipments moving 
by raił and of alternate methods of providing transpor¬ 
tation for these shipments, of passenger load factor 
behavior and the application of load factor standards 
to passenger ratę making, of costs of passenger trans¬ 
portation in the Northeast Corridor, of the effects of 
density upon costs of trucking and handling of surface 
and air cargo, of the markets and costs of supplemental 
airlines for passenger charters, and of raił commutation 
services and their peaking problems, among others. 
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Many of our studies have involved statistical costing 
techniąues where it was proper to make use of such 
techniques and the data pe^mitted their use. 

Our firm was retained by the Association of 
American Railroads to conduct a study for the purpose 
of determining the naturę and amount, if any, of costs 
incurred by Amtrak in providing, on a space available 
basis, free transportation to home road pass riders and 
reduced ratę transportation for other eligible personnel. 

Because our firm is one of the three firms 
designated to perform "quick response” studies for the 
U.S. Department of Transportation in connection with 
regulatory and study problems relating to all modes of 
transportation, we were selected several months ago to 
perform a Raił Branch Linę Abandonment Study and, prior 
to that, a study of Selected Aspects of Raił Carrier 
Economics. I have spent much of my time during the 
past four years preparing studies on behalf of the 
entire airline industry in the first industry-wide investiga- 
tion of express rates and costs, including the allocation 
and separation of air and ground (truck, raił & terminal) 
expenses, and in the preparation of studies for the 
Metropolitan Transportation Authority of New York State, 
cf which the largest was one of a proposed new raił pas- 
senger linę. 
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Through our Canadian affiliate, located in 
Calgary, Alberta, we have participated in various studies 
concerning the transportation of cargo and passenger 
traffic in Canada and the Arctic regions. I have testi- 
fied, as have my associates, to the results of many of 
our studies before regulatory bodies and in ederal Courts. 

FINANCIAL GAINS TO THE RAILROADS 

The purpose of this statement is to summarize 
the study which was perforaed under my direction and 
supervision of the naturę, procedures and resulting gains 
to the railroads from 1929 to 1970 as a result of rail- 
road ownership and manipulation of the Express Company. 

A review was madę of the operating relationship 
between REA's predecessor, the American Railway Express 
Company and the railroads and also practices under the 
Express Operations Agreements of 1929, 1954 and 195S. 

Included is a description of many of the 
practices the railroads adopted to increase their revenues 
although they were detrimental to REA. Estimates are 
madę of the net impact upon REA's equity and operating 
results. Several examples are presented which demonstratę 
that the railroads' practices were not in accord with 
directives and understandings of the Commission. As a 
result both the financial health of REA and the interests 
of the widespread public users of REA services were 
penalized. 

U 


i 






For a cash outlay of $100,000, the railroads 
were able to acąuire and own REA, during the period 
1929-1970, and to benefit tremendously in different and 
significant ways mostly through accounting changes. From 
1929 until the present, actual cash gains were realized 
by the railroads by changes from the procedures of the 
various Express Operations Agreements and by unduly 
taking money out of the express business that should 
have remained with the express business. In addition, 
the railroads escaped from substantial liabilities by 
the formation of REA in 1929 and by the termination of 
the 1954 Express Agreement in 1959. Finally, the rail¬ 
roads diverted from REA into railroad assets, in the 
form of "advances" and interest thereon, large sums of 
money, that should not have been so reported. These 
actions against REA and the resulting dollar impacts 
are discussed below. 


Misrepresentation of Express Income Earned by the 
Railroads in Ratę Cases _ 

1. Under the operations agreement approved by 
the ICC on February 11, 1929 (150 ICC 423), the items 
enumerated by Article V as properly deductible before 
determining railroad transportation revenues included 
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all operating expenses of REA, interest, and also Accts. 

328 "Income applied to sinking fund and other reserve 
funds" and 409 "Surplus applied to sinking and other 
reserve funds."—^ The railroads did not permit REA to 
use Accts. 328 and 409 as a deductible item in deter- 
mining railroad transportation revenues, as contemplated 
by the agreement presented to the Commission for approval 
and approved by the Commission. Instead, the railroads 
provided for the payment of the sinking fund reąuirements 
in respect of the $32 million in serial gold bonds placed 
with J.P. Morgan & Co. and Kuhn, Loeb & Co. by means of 
ficticious "advances" from the railroads to REA which 
were treated on the books of REA and the railroads as 
loans bearing interest at rates generally in excess of 
the 5% coupon ratę of the serial gold bonds. Interest 
on the so-called "advances" was charged to Acct. 323 — 
Interest on funded debt — and the amounts so charged 
were deducted in deriving the amounts payable to the 
railroads for transportation services. 

1/ The Uniform System of Accounts for Express Companies, 

issued on July 1, 1914, States that Acct. 409: "...shall 
include amounts definitely appropriated from surplus 
and applied to sinking and other reserve funds; and 
allotments or payments of definite amounts from surplus 
into sinking and other reserve funds under the terms of 
mortgages, deeds of trust, or other contracts that pro- 
vide for such allotments or payments." 
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Mr. Mahaffie, Director of Finance of the 
Commission, carefully questioned two of the railroad 
lawyers discussing proposals for paying off the bonds 
at a meeting on January 11, 1929, to assure himself that 
nothing of what was being proposed would be injurious 
to the public interest. "He said he was not a ratę man, 
but did not wish to have anything in this proceeding 
that would afford a claim that it should have been 
looked at from a ratę standpoint." They assured him 
that it would have no ratę effect whatever. (Memorandum 
of Conference with Mr. Mahaffie, Director of Finance, 

January 11, 1929. Aitachment 15) 

In view of the changes which the railroad 
directors madę in what the Commission approved, however, 
the effect was to constitute a serious burden on REA as 
well as on the snipping public. In effect, the over- 
statement of the amounts credited to raił transportation 
expense was a form of price fixing. This was accomplishea 
by increasing the amounts payable by REA to the railroads 
for their transportation services by $1.6 million per 
year, which increased the liability of REA to the rail¬ 
roads. In effect, by not deducting the sinking fund 
payment before computing raił revenues, the railroad 
directors increased the price charged by the railroads 
by $1.6 million over that authorized by the Commission. 

This increase then became a liability of REA when it 
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was "advanced" to REA (bearing an above-the-market interest 
ratę) which thus compounded the effect of the change. 

The method of repayment adopted by the rail- 
roads, in contravention of the terms of the operations 
agreement a PP roved by the ICC, in fact, resulted in an 
increase in the total costs of ex P ress services recover- 
able through the rates chargeable to users of the services. 
If the $32 million in gold serial notes had been retired 
in 20 years by semiannual payments of $800,000, as was 
contemplated by the agreement, REA would have been 
subject to charges of $48.7? million over the life of the 
notes, consisting of $32 million in sinking funds charged 
to REA Acct. 328 or 409, $16 million charged to Acct. 

323 _interest on funded debt, and $0./2 million charged 

to REA Acct. 325 —amortization of discount on funded 
debt. The method of repayment that was actually employed, 
by direction of the railroad-controlled Board of REA, 
resulted in substantially greater total costs in respect 
of the original loan of $32 million. While no provisicn 
was madę for charges of $32 million to REA Acct. 409 to 
meet the sinking fund payments, interest charges to 
REA Acct. 323 were increased to include interest on the 
amounts "advanced". to retire funded debt as well as the 
interest on the funded debt. Since 1929, interest pay¬ 
ments directly traceable to the original gold serial bonds 
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together with interest on notes and "advances" which replaced 
the original bonds, have totaled $57.1 million. This 
araount is madę up as follows: 


Interest Payments 
(Millions) 


Security 


5% Gold Serial Bonds (1929) 
Series A Serial Notes (1938) 

"Advances" 

Total 

Interest costs of REA were and are properly 
includable charges in the determination of rates to the 
public for the handling and transportation of express 
traffic. Conseąuently, interest expenses for rate-making 
purposes were increased by the substitution of a system 
of advances for the sinking fund provisions ccntained in 
the original operations agreement presented to the ICC 
for approval in the amount of $43.3 million—the difference 
between interest payments on the initial $32 million 
debt of REA and actual REA interest payments recoverable 
frcm the public through express rates. 


$ 12.2 

1.6 

43.3 

$57.1 
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Thus, Commissioner Mahaffie properly exhibited 
concern about the impact upon rates as a result of the 
acąuisitions of the Express business by the railroads. 

The Commission's approval of the control of REA by the 
railroads undoubtedly was premised upon the representation 
that the plan as presented would have no ratę effect 
whatever. However, the Commission was not told about 
the much different plan under considerat'on which was 
implemented by the railroads as soon as their control of 
REA was a fact. The revised method, with its increasing 
instead of decreasing interest payments, put a continuing 
upward pressure on rates charged to the public. 

Further, it is obvious that, should REA now be 
reąuired to pay the 1959 Notes and accrued interest 
thereon, the upward pressure on rates paid by the shipping 
public, should REA survive the ordeal, would be even morę 
dramatic, amounting to a total of over $124 million paid 
from Express revenues sińce 1929 for the purpose of 
acąuiring a property with a valuation of only slightly 
over $30 million. 
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The total is nade up of the following elements: 

Amount Basis 

(Million) 

$ 12.2 Interest 5% Gold Serial Bonds (1929) 

1.6 Interest on Series A Serial Notes (1938) 

43.3 Interest on "advances" paid through 1970 

4.4 Accrued interest on 1959 Notes if payments 

were continued to June 30, 1974 

32.0 Principal repaid on initial loan 

4.0 Principal repaid on "advances" 

27.0 Unpaid principal on "advances" (1959 Notes) 

$124.5 Total 

Included in this amount is interest on the 
original gold serial bonds, interest on notes and 
"advances" that replaced the original bonds and principal 
repayments onthe "advances" which have totaled S61.1 million, 
sińce 1929. This $61.1 million plus the $32.0 million 
repayment of the initial gold bonds of 1929 makes total 
payments of $93.1 in principal and interest exclusive 
c£ the $31.4 million accrued interest and unpaid prin¬ 
cipal on the "advances". 

2. The effect on rates of improper and 
economically unwarranted addition of interest costs on 
"advances" was intensified over the years because the rail- 
roads did not ackncwledge that the interest payments 
received from REA were part of express incone offsetting 
operating and Capital costs incurred in providing 
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express services. Instead, lt was consistently repre- 
sented to the Commission in express ratę case proceedings 
during the years 1S29 to 1959 in which the railroads 
sought increased revenues that raił transportation 
revenue ("express privileges") constituted "...the only 
compensation the railroads receive for transporting 
express traffic."—^ In fact, the stockholding railroads 
receivea ałso the payment of "interest" on the fictitious 
"advances" (which interest was at rates in excess of what 
woulć have been charged by independent lenders) . 

This served to shift REA cash payments from the 
"Express Privileges - Dr." account, for amounts paid to 
the railroads for their express services and thereby 
created much of the deficit below fully allocated costs 
which the railroads experienced after 1940. 

For exampie, Attachment 1, page 3, shows that 
the interest ratę on the original gold bonds, and the notes 
which were substituted in 1938 for the bonds, declined 
from the fuli 1929 level of $1,600,000 per year to less 


1/ Ex Parte No. 163, Increased Express Rates and Charges. 
1946, Testimony of L.O Head, July 29, 1946, page 8. 

See also: Ex Parte No. 169, Increased Express Rates 
Charges , 1949, Testimony of A.L. Hammell, September 7, 
1949, page 8; Ex Parte No. 185, Increased Rates and 
Charges, 1953. Testimony of Fred Carpi on Cross Exami- 
nation, May 4, 1953, pp. 223-4 and Docket No. 32035, 
Increased Express Charges Within Eastern Territory 
(1957), Testimony of C.J. Jump, page 11 and Brief of 
REA, page 4. 
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than a ąuarter million dollars per year subseąuent to 1940. 

Yet, as is shown in both Attachments 1 and 2, 
the interest payments by REA never dropped below a million 
dollars. For example, in 1945 the interest on the notes 
was only $133,200. If the original plan outlined to the 
ICC in 1929 for the sinking fund had been followed (as- 
suming as prudent businessman, REA using the 1938 re- 
financing would take advantage of the drop in interest rates 
that had taken place) the total interest of REA on its funded 
debt would have been o n,!'/ $133,200 in 1945. 

In actual fact, 1945's interest payments consisted 
not only of the $133,200 to the outside notę holders but also 
$1,130,429 to the railroads credited with the "advances". 

(Attachment 1, p.l) Together, they came to $1,263,629. 

(Attachment 1, p.6) The $1,130,429 was not reflected as pay¬ 
ments to the railroads for their transportation services which 
it would have been if the plan approved by the Commission had 
been carried out. This payment of interest on the "advances" 
grew in size until, in 1950, it reached $1,430,428 per year. 

Because the money went to the railroads as interest 
on the "advances", it was not reflected in statements to the 
Commission as paymdnt for the railroads' express services. 

It thus served to increase the size of the express deficit of 
which Lhe railroads complained in the 1950's. Yet this 
increase in the so-called deficit really was o^erstated because 
the railroads received the $1,430,428 in another form of payment 
from REA which otherwise would have shown up in raił transportation 
revenues. 
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3. In all generał express ratę case proceeamgs 

during the years 1929 to 1959, the interest on the so- 

called "advances" was improperly included in the deduction 

from REA's gross receipts temed "Interest and Discount 

on Funded Debt,"-^ and continued to be so deducted even 

after REA's true "funded debt", evidenced by the 1929 

bonds and the 1938 notes approved by the Commission, had 

2 / 

been retired in 1946.— (Attachment 1 and Attachment 2) 

The 1929 standard express operations agreenent 
was further altered by the railroads, without advising or 
obtaining the necessary approval of the Commission, to 
breach the provision madę in the agreement for the in- 
clusion of charges to Acct. 411--Surplus set aside for 
investment in physical property—among the charges 


1/ Ex Parte No. 126, Express Rates, 1938-1939 , Testimony 
of Charles A. Lutz, July 6, 1939, page 17 and Lutz, 
Exhibit 1, sheets 1 and 9 and Ex Parte No. 163, Increased 
Express Rates and Charaes, 1946. Petition of REA, 

June 20, 1946, Exhibits A and D, and Testimony of 
W.A. Benson, page 98 and Benson, Exhibit 30, sheets 
3 and 4. 

2/ Ex Parte No. 169, Increased Express Rates and Charges , 
1949, Benson, Exhibit 1, sheets 3 and 4; Ex Parte No. 

177, Increased Express Rates and Charges, 1951, 

Benson, Exhibit 67; Ex Parte No. 186, Increased Rates 
and Charges . 1953, Exhibit 3, Sheet 3 and Testimony 
of K.N. Merritt, Exhibit 12-B; Docket No. 32035, 

Increased i oress Charges Within Eastern Territory 
(1957), Testimony of C.J. Jump, Exhibit 1, sheet 1 
and Ex Parte No. 210, Increased Express Rates and 
Charges, 1957, C.J. Jump, Exhibit 5, page 1. 
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properly deductible by REA in determining raił transpor- 
tation revenues ("express privileges"). Acct. 411 is described 
in the Uniform System of Accounts for Express Companies, 
as follows: 


This account shall include amounts 
definitely appropriated from surplus 
to be applied for the acguisition of 
real property and equipmr.it, for additions 
to or betterments of property carried 
in the real property and eąuipment ac¬ 
counts, or for the acąuisition of pro¬ 
perty the cost of which is includible 
in account No. 503, "Miscellaneous 
physical property." 

Records of the accounting carrier shall 
be so kept that the appropriations 
charged to this account for any fiscal 
period may be distinguished as relating 
to real property or eąuipment used in 
operation, or to property shown in 
account No. 503, "Miscellaneous physical 
property," and as relating to (a) amounts 
expended during preceding fiscal periods, 
(b) amounts expended during the current 
fiscal period, and (c) amounts held in 
reserve. 

Notę A.--Similar appropriations madę 
from income shall be charged 
to income account No. 330, 

"Income approf. Ł ations for 
investment in physical property." 

Notę B.—The amounts charged to this 

account shall be concurrently 
credited to balance sheet 
account No. 552, "Additions to 
property through income and 
surplus," or to account No. 553, 
"Reserves from income and sur¬ 
plus ." 


In providing for the deduction of Acct. 411, 
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in the computation of raił transportation revenues, 
the elear and proper intent was to make allowance in 
the revenues of REA for earnings necessary to meet the 
needs of REA, as a going concern and the nation's 
prime supplier of smali package transportation, for 
the modernization and growth of its physical plant. 

The railroads effectively set aside this provision of 
the 1929 operations agreement Dy excluding any and all 
charges to Acct. 411 and prevented REA from utilizing 
that account, for funds to modernize and augment its 
plant. The effect, over time, was to cause the Capital 
eąuipment and facilities of REA to become obsolescent 
which impaired the ability of REA to serve the shipping 
public. 

Thus, REA was placed in the position where 
funds for eąuipment replacement and for new physical 
stocks were available, as a practical matter, only from 
the cash throw-off from depreciation. Since depreciation 
accruals, in a period of generał price inflation, are 
based on the lower costs of property purchased in earlier 
years, funds from depreciation were insufficient to re- 
place wornout eąuipment, even without adding to plant 
capacity. For instance, the projections of REA in 1948 
(See L.O. Head letter to C.W. Charske, dated May 17, 1948, 

Attachment 14 ) estimated that cash throw-offs from de¬ 

preciation in the period from 1949 to 1953 would be 

rr 
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insufficient to provića the funds necessary to replace 
eąuipment needed for a projeeted increase in express 
traffic. It was noted, in connection with the pro- 
jections of cash reąuirements for eąuipment replacement, 
that the average cost of automobiles purchased in 1947 
was $2,200 per unit as compared with an average cost 
of $1,267 per unit of automobiles retired during the 
year. The inadeąuacy of funds from depreciation to 
meet not only on-going eąuipment replacement but also 
needs to purchase new eąuipment for REA was restated 
in an August 15, 1961 letter of Mr. William B. Johnson, 
President of REA to Mr. Jervis Langdon, Jr., then 
President of the Baltimore & Ohio Railroad, (Exhibit rea-78 ) 

"Because of the greatly increased unit 
cost of eąuipment and facilities and 
the fact that the Express Company has 
had to purchase 1,500 refrigerator cars 
(500 in 1947, 500 in 1955 and 500 in 
I ■*) and through the years has spent 
a g«eat deal of money for new and im- 
proved eąuipment including materials 
handling eąuipment, our accruals for 
depreciation have fallen far short of 
the amounts needed for Capital expen- 
ditures T" (Emphasis added'.) 

The force and effect of the policies pursued 
by the railroads with respect to the unauthorized and 
unannounced exclusion of Acct. 411 as a deductible 
charge in arriving at raił transportation revenues or 
revenue excess to share under the 1929 SEOA and with 
respect to the reąuirement imposed by the interlocked 
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REA Board at its meeting of September 30, 1930, that 
"expenditures for property in excess of amount realized 
from depreciation and retirement charges be financed 
by borrowing from the stockholding railroad companies," 
was to effectively eliminate REA's ability to expand 
its physical plant to the developing needs of the 
marketplace and to the opportunities for cost econorr.ies 
and service improyemants afforded by new technology. 

The naturę of the so-called "advances" would 
be apparent everyone if the railroads had set them up 
in one fell sv>_»op at the time they paid $100,000 for 
REA in cash. If, instead of gradually taking the Capital 
of the company over the years, and transferring it to 
the account entitled "Non-negotiabie promissory notes", 
the railroads in 1929 had placed $27,637,054 in such 
an account and then started to pay interest on it to 
themselves, everyone would recognize it for what it 
was. It would have been apparent that the railroads, 
as owners, were slicing a melon, and paying themselves 
dividends from non-existent profits. The Capital 
which was the source of these dividends was not con- 
tributed by the railroads and should have been devoted 
to the express business. 

The railroad owners of REA did not do it 







226 

- 20 - 

that obviously. Instead they did it semi-annually, 
year-by-year. Over . period of time, the accumulation 
and effect were the same. At the end the result was a 
"pseudo debt" on the books that was treated as debt 
when it carae to paying interest to the railroads, but 
was treated as Capital, or net worth, when convenient. 

(See Attachment 3). 

It was not true debt, however, as far as the 
top ranking officials of REA were concerned as evidenced 
by the many letters, memoranda and reviews of the subject 
over the years. It was almost all of the Capital 
account of REA. (Attachment 3) 

In normal practice, with normal double entry 
bookkeepir.g, as cash is paid out in a sinking fund 
payment of long-term debt, the cash "credit" or decrease 
on the asset side of the balance sheet is eąualled by a 
long-term debt "debit" or reduction on the liability 
or right hand side of the balance sheet. 

In this casfi, the incenuity is shown by the 
fact that while cash on the asset side was reduced, REA 
had no corresponding reduction on the liability/equity 
side. Instead the reduction of one form of debt - whether 
gold bonds before 1938 or notes thereafter - was eąualled 
by an increase of another form cf debt - the fictitious 


"advances". 
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The balance sheet was kept in balance by the 
simple device of first inflating the amounts due to 
the railroads for their transportation services by an 
amount eąual ł -o the sinking fund payments. These 
overstatements of amounts due to the railroads 
created an overstated short-term liability of REA to 
the railroads. 

Then, in effect, the balance on the right 
hand side of the statement was achieved in three steps 
(instead of the usual single step mentioned earlier for 
debt reduction) as follows: First, the inflated short 
term accounts payable due to the railroads were re- 
duced by an amount egual to the sinking fund payments; 
second, long-te.m "non-negotiable debt to affiliated 
companies - advances" increased by an amount eąual to 
the sinking fund payments; and, finally, the third step 
was the reduction of the long-term outside debt account 
itself by an amount eąual to the "advances". 

In Section I below, the actual cash gains 
realized by the railroads, at REA's expense, from con- 
version of the 1929, 1954 and 1959 Standard Express 
Operations Agreements to these procedures are summarized 
with a description of the railroads' action which re- 
sulted in the dollar damage. Actual cash drainea was 
$150 million. 
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Following that listing, Section II contains 
a description, with estimates of the dollar impact, of 
the liabilities the railroads would have incurred if 
they were reąuired to start the express business on their 
own in 1929 as well as the responsibilities they would 
have had in the event REA was terminated in 1959. In 
addition, Section II contains a discussion of the 
incorrect accounting practices followed with respect to 
the funds used to reduce $32,000,000 series A bonds 
issued to start the Express Agency in 1929. Railroad 
liabilities saved and assets excessively claimed by the 
railroads are estimated at between $81 million and 




$105 million. 

By means of a cash investment of only $100,000 
the railroads gained control of the express business 
grossing about $300 million annually. After doing so, 
the railroad owners then proceeded to pay themselves 
$150 million by various procedures summarized below. 
Simultaneously, the railroads reli.eved themselves of 
$54.3 to $78.3 million in liabilities, while increasing 
their own recorded assets to a total of over $27 million, 
that represented monies which were rightfully belonging 
to REA, and which should never have appeared in the 
railroads' accounts. These sums amount in total to 
$243 million, plus or minus $12 million. 
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I. Actual Cash Inflow Realized By The Railroads 

As A Result Of Conversion And Misapplication Of 
The Standard Express Operations Agreements (SEOA) 
Of 1929, 1954 and 1959 _ 

A. The following financial gains were madę by the 
railroads as a result of changes that removed REA from 
the profit-sharing position its predecessor American 
Railway Express Company had enjoyed, by unreasonably 
appropriating REA 1 s profit from the Air Express business 
and by misapplying the terms of the various Express 
Operations Agreements: 
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Prior to the institution of its suit, REA's 
interest and Principal payments on the so- 
called "advances" from the railroads totaled 
$47.3 million. The advances were created in 
a manner inconsistent with the ICC '3 in- 
tent that certain debit and credit items should 
be deducted when arriving at revenue due the 
railroads including surplus applied to sinking 
funds or set aside for investment in physical" 
assets, and deducted as an expense from REA's 
gross receipts, thereby reducing revenues 
received by the railroad from express business. 
The rates paid by the shippers of express 
were premised on the assumption that they 
included an element to reflect REA's cost of 
Capital, yet the proceeds were credited to 
the railroads which had contributed nothing 
to the Capital of the express business, 
their so-called "advances" actuallv having 
been overstatements of express revenues. 

As the advances were monies belonging to REA, 
they should not have borne interest to the 
railroads. 


i. Of the $43.3 million total paid in 
interest, $30.3 million was interest 
on the "advances" and on the notes 
paid by REA to the railroads between 
1929 and July 1961, when REA was placed 
on a 50-50 revenue excess sharing rela- 
tionship with the carriers. (The 
remainder of this interst, $13.0 million 
is included in 1.3.1 below.) 

(Attachment 1) 

'• In addition $4.0 million is 

composed of $3.6 millim alleged 
debt repaia the railroads through 
1959 which reduced REA's cash 
balance available for investment 
and working Capital purposes and 
$0.4 million paid from REA profits 
from 1964-1966 to redeem notes as 
a result of the terms of the 
1959 SEOA. 

REP was forced to pay federal income 
tax because of the disallowance 
of reductions for depreciation for the 
years 1937 to 1948. Although REA was 
supposed to deduct taxes as an expense 
from its gross receipts in determining 
payments due the railroads it was forced 
to pay approximately $2.6 million owed 
in i-ayfis which was taken from its depre¬ 
ciation reserve rather than included as ~ “ 
an expense. 


Summary 
(Millions) 


$ 30.3 


/C<f 


o- 
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Summary 

(Millions) 

3. Prior to 1929, according to 
the Uniform Express Contract 
(UEC) in existence between the 
railroads and REA's predecessor, 
the American Railway Express 
Company, gross revenues 
(less 85% of carload revenues and 
ope.rating expenses and certain 
other deductions) were designated 
as Income for Drvision. From this, 

2-1/2% went to American Railway 
Express (ARE) and 97-1/2% to the 
carners. If this 2-1/2% exceeded 
6% of the average Capital employed 
in the express business, tne excess 
between 6% and 8% was split 50-50 
between ARE and the carriers. If 
the 2-1/2% ARE retention exceeded 
8% of tne Capital invested, a further 
division of 75% to the carriers and 
25% to ARE was madę on that excess. 1/ 

(Both the 2-1/2% and the 97-1/2% were 
part of the rates paid by the public 
and remainea unchanged after 1929.) 

If this formula had been applied sub- 

sequent to 1929, with REA receiving 

the 2-1/2% in place of ARE, REA would 

have retained $43,012,500 through 1954, 

and an aaditional $15,933,500 through 

June of 1961 when REA was put on a 

revenue excess sharing basis. This 

change, resulting from the different 

terms of the 1929 SEOA compared to 

the earlier UEC, represents a wind- 

fall to the railroads of $58,946,000 or 

about $1,900,000 annually between 

1929 and 1961. (Attachment4 ) $58.9 


1/ Commissioner Eastman noted in 69 ICC 316, that "So 
favorable did the (1920) contract prove that in the 
second year of its operation the Express company madę 
a voluntary additional payment of $1,700,000 to the 
railroads in order that its profits might not sub- 
stantially exceed 8 percent" and that a change had been 
madę to avoid such large profits. Under the 1929 
agreement, all of the profits previously built into the 
ratę base for American Railway Express, flowed throuah 
to the railroads* less the smking funda deductions 
which should have been madę co retrre the debt (but which 
the railroad directors did not permit REA to take). 


/OS 







Summary 

(Millions) 
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4. The profit earned by REA from the Air 
Express business between 1929 and 1959 
was included in REA's gross receipts, 
and was paid over to the railroads 
as part of their "express privilege" pay- 
ments. If REA had been operated as a 
viable independent business, such 
profits would have been retained by REA 
to be reinvested in the development of 
the Air Express business; instead, they 
were paid to the railroads as'compensa- 
tion for the services rendered by them 
in transporting express traffic, even 
tnough the railroads took no part in 
performing air transportation services 
connected with Air Express. The $9.6 
million of Air Express profits received 
by the railroads between 1951 and 1959 
were monies to which they were not reason- 
ably entitled (Attachment 5) $ 9.6 


5. Total financial drain from the Express 
business by the railroads between 1929 
and July 1, 1961. $105.4 

B. Subseąuent to July 1,1961 REA was permitted to 
accumulate retained earnings from profitable operations. 

The railroads, in addition to receiving payments for 
linę haul service based on fixea rates, received 50% 
of any excess of revenue over expenses, including the 
basie linę haul computations. 

The railroads received the following financial 
gains from unilateral changes which were madę in the 
terms of the Express Operations Agreement. (The actual 
abuses and out-of-pocket losses are first presented, 
followed by the net impact on REA, after the 50% split, 
during the period July 1, 1961 to December 31, 1968.): 


/o£ 
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Summary 

(Millions) 


Of the $43.3 million interest oaid 
on the so-called "advances", $13.0 
million was paid after July 1,1961. $13.0 

A 2.5 percent return on invest- 
ment,not specified in the 1959 
SEOA, was appropnated by the 
railroads by addmg this per- 
centage to the out-of-the-pocket 
linę haul expense base used to 
determine revenue excess above ex- 
penses. This amounted to $17.5 
million between 1963 and 1968 and 
represents windfall revenue to the 
railroads, not envisioned in the 
1959 SEOA. (Attachment 6) 17.5 

When determining out-of-pocket 
costs chargeable to REA 
according to the 1959 agreement, 

"...average express out-of-pocket 
costs of the raił companies..." 
were to be used. Raiiroad 
expenses for commuter operations 
are not part of express costs. Only 
one raiiroad removed these costs when 
determining the out-of-pocket basis; 
the others did not and alieged that 
they were not able to remove these 
expenses. Based upon the minutes 
of the Express Accounting Committee 
subcommittee meeting on February 3, 
ly67, "...exclusion of commuter 
expenses would reduce the Eastern 
group out-of-pocket expenses, rents 
and taxes for handlmg LCL express 
in 1962 by 9%...". If this 9% were 
removed from the linę haul cost 
basis for the Eastern roads between 
1963 and 1968, REA would have saved 
$13.8 million. This amount 


/Ol 
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Summary 
(Millions) 


which the railroads should not have 
chargea, is a conservative estunatc 
because no estimate or removal ot 
commuter related expenses for tne 
Mountain, Southern and Western 
(except for one railroad) roacs 
has been made.l/ (Attachment 7) $ 13.8 

4. Article 10, Section 3 of the 1959 
Express Agreement specified that a 
formula relating actual out-of- 
pocket cost to fully allocatea 
cost to the railroads of handling 
Express was to be developed by the 
Express Accounting Committee. 

Although no attempt was madę to 
acąuire an independent outside 
estimate of the relationship 
described above, the railroads 
decidsd that the out-of-pocket 
costs were 74% of the fully 
allocated costs. REa objected 
strenously to this figurę, having 
determined that the ratio should 
be 70%. The additicnal revenue 


1/ For the one railroad comparing total operating expenses, 
rents and taxes, in regular and suburban passenger 
services, the expense per car mile in suburban service 
was 80% to 100% greater than those for regular service. 


/Oft 
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Summary 

(Millions) 


5 

realized by the railroads between 

1963 and 1968 (after removal of the 

2-1/2% ROI element in B2 above), by 

using a 74% ratio between out-of- 

pocket and fully allocated cost came 

from an inflated linę haul cost basis, 

which resultea in excess costs to REA 

of $19.6 million. (Attachment 8) 19.6 

5. The railroads included freight cars 

used on REA's behalf at morę expensive 
passenger car rates in determining 
the out-of-pocket cost basis. It 
was estimated by the Express Ac- 
countmg Subcommittee (described 
in B3 above), that the car-foot-mile 
rata on the Eastern roads would be 
reduced by 2.4% if freight cars were 
billed at freight car rates. Again, 
not making any claim for the Southern, 

Western and Mountain roads, this 2.4% 
over-charge by the Eastern group 
between 1963 and 1968 resulted in $3.7 
million morę in out-of-pocket payments 
to the railroads than they actually 
expended on REA's behalf. 

(Attachment 9} 3.7 


6. The railroads included in the 

car-foot-mile rates used to determine 
linę haul out-of-pocket costs, a cost 
for personal injury to railroad 
employees. Tnis $3.6 million expense 
from 1963 to 1968 is not related to 
the Express business and should not 
have been included in the cost study 
basis. (Attachment 10) 


/o<\ 


3.6 
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Sununary 

(Millions) 

7. In accord with amendments to 
the 1959 SEOA, payments for loss 
and damage, personal injury and 
property damage claims resulting 
from occurrences prior to July 1,1961 
were madę by REA and deducted 

from "express privilege" payments 
to carriers until the termination 
of such payments at the end of 
1968. Subseąuently, REA billed 
the carriers for such payments 
and the non-reimbursed total 
is approximately $500,000. 

(Attachment 11) $ 0.5 

8. The gross dollar anount of excess 
costs paid by REA after July 1, 1961, 
itemized above, totals $71.7 million. 

Tnese items would have reduced REA.' s 
expenses and because of the 50-50 
division of REA's revenue excess 
above expense if such an excess 
occurred, the railroads 1 share of 
the additional amounts available 
for distribution between July 1, 

1961 ana December 31, 1968 amounts 
to $26.9 million, which must be 
removed from the total excess costs 
paid, in determining the net amount 
due REA. (Attachment 12) 


9. Net "out-of-pocket" losses suffered 
by REa between 1961 and 1968. 


C. Total "express privilege" payments 
realized, expenses avoided or other 
undue enrichment received by the 
railroads between 1929 and 1968 . 1/ 


1/ This figurę does not include REA's pension 

estimated in December 1958, by Alexander and Alexander, 
Consulting Actuaries, to be $26.4 million, in respect 
of all service to REA, on the assumption that REA 
would be an on-going business. 


(26.9) 

S 44.8 

$150.2 

liability 


1/0 
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Summary 

(Millions) 


II. Railroad Relief From Potential Liabilities 
and Inflation of Railroad Assets _ 

In addition, the railroads were relieved 
of potential liabilities and showed increased asset 
accounts as a result of the following non-cash effects 
of the 1929 and 1959 agreements: 


The express business was purchased 
in 1929 to relieve the railroads from 
a liability under Article XX of the 
Uniform Express Contract in a rangę 
of $54.3 million to morę than 
$78.3 million. This liability arose 
from obligations to acąuire Express 
Company property employed in the 
Express business of each railroad 
which amounted to $30.3 million, 
the price agreed upon by the rail¬ 
roads and REA, plus the start-up 
costs that would have been incurred 
if each railroad were required to establish 
its own new express business to meet 
the public need. The start- 
up costs at 1928 Express privilege 
and operating levels amounted to 
$24 million for 30 days, hence al- 
lowing a 30 to 60 day start-up period 
during which receipts would 
be substantially less than cash out- 
flow, the estimated liability prior 
to acąuisition (of which the rail¬ 
roads were relievea by the 1929 
agreement) is between $54.3 and 
$78.3 million. These estimates 
do not include maximum liability 
for land acąuisition, as an agreed 
figurę was used. If individual 
parcels were used, the value may 
have been higher, in the context 

of a going business. $54.3 - $78.3 


\ 


4 






238 

- 32 - 


B. The remaining "notes" of $27 million 
classified as "advances" to REA on the 
asset side of the railroads balance 
sheet is an inaccurate portrayal as a 
railroad asset. The sinking fund pay- 
ments should have been recorded as an 
REA expense on REA's income statement, 
thereby reducing linę haul payments to 
railroads. Thus the "advances" should 
never have shown up on the railroads' 
balance sheets. Consequently, the 
asset and equity accounts of the parti 
cipating railroads were overstated in 
aggregate by $27 million. 

C. Total liabilities relieved or asset*- 
overstated by the railroads 1/. 


The impact of the unilateral changes madę by 

the railroads, and listed in Sections I and II above, in 
both the 1929 and 1959 Express Oparations Agreements, 
continues to the present time. The depletion of 
Capital resources due to the substitution of "advances" 
for the sinking fund described in the 1929 application 
resulted in the inadeąuate and obsolescent plant which 
REA has today. The added deductions frcm adding a 2.5% 
return on investment to the railroad expenses, the 
added deductions from including a share of commuter 
operation costs into the express costs, the use of 
passenger car rates when freight cars were actually 
used and other items enumerated in Section B above. 


1/ This figurę does not include potential liabilities of the 
railroads if REA were terminated in 1959, based upon the 
SEOA's of 1929 and 1954. These liabilities were estimated 
by Booz, Allen and Hamilton, at the time of the 1959 • 

agreement, to be in the rangę of $700 to $800 million. 

//z 


$27.0 

$81.3 - $105.3 
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which was contrary to the 1959 SEOA, all depleted the 
assets and lessened the ability of REA to modernize 
its plant and equipment. 

Even the 1959 SEOA itself was not permitted 
to run its course to 1973. Scheduled to run until 
December, 1973, it was terminated prematurely in 
December, 1968, so that the out-of-pocket cost 
provision of the SEOA was ąuietly abolished.^ The 
impact of that change, not itemized abo^e, was to 
increase the "express privilsges" paid by REA to the 
railroads by approximately 34% above the amounts 
provided in the 1959 SEOA. Such a change would make 
historie costs of operation of little use as a guide 
to futurę operating expense when non-railroad owners 
of REA finally took over the operation in 1969 because 
they guaranteed a jump in raił payments for equivalent 
services, whether passenger car or piggy back. 


1/ Exhibit REA-86 


ll 3 








't 
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Summary and Conclusions 


In summary, as a result of a cash investment of only 

$100,000, the railroads were enhanced financially from 

1929 to 1970 by conversion from the Uniform Express Contract 

to the Express Operations Agreement in the following ways: 

Actual cash inflow or outflow 

saved $150.2 

Liabilities saved and assets shown 81.3 - 105.3 
Total benefit to the railroads $231.5 - $255.5 

REA, as an entity, suffered damages over and above the 
amounts enumerated because the interlocked directors ( Attachment 

13) and excessive amounts paid to the railroads over the 
period 1929-1968, madę it impossible for the management of 
REA to conduct, properly, its business and to invest Capital 
in the necessary facilities and eąuipment to maintain its 
service guality and its market share. 


r 
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VERIFICATION 

COUNTY OF NEW YORK) 

) ss. 

STATE OF NEW YORK ) 

L. John Eichner, being duły sworn, deposes and says 
that he has read the foregoing statement, knows the contents 
thereof, and that the same are true as stated. 



Subscribed and sworn to 
before me this day 

of October 197 4 S 





Notary Public 


u NT V t? z K'~ ■* 

N i2rv Pv w .*? ,-.e M y.'-k 


My coirmission expires 


*■ u‘ . r.»*. \jnty 

(wiiiiratd ttlłfi in ’ icw v ork 
‘ ufnrmnon f •; Warrh 33. 1 C? 


19 
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Rf:A LXPRESS 

I M l LR t ST ON NON-NLGO T l AL>L l OERT 
TO AFF1L1ATEU COMPAill LS-AOVANCt'S 


Attachment 1 (LJE 
Paqe 1 of 6 



I ntcrc 

Accrued 

Ycor 

Pa id i n r 

Per Books 


1 929 

$ 

$ 14,000 

1930 

66,000 

104,000 

1931 

168,000 

200,000 

1 932 

264,000 

256,000 

1 933 

360,000 

391,800 

1934 

455,906 

487,900 

1935 

551 , 622 

576,1'jO 

1 936 

540,1 91 

523,000 

1 937 

573,177 

604,300 

1 938 

666,416 

691,500 

1 939 

832 ,461 

652,100 

1 940 

730,429 

737,100 

1 941 

810,429 

817,100 

1 942 

890,429 

897,100 

1 943 

970,429 

977,100 

1 944 

1 ,050 ,429 

1,057 ,100 

1 945 

1 ,1 30,429 

1,137,100 

1 946 

1 ,210,428 

1,217,100 

1947 

1 ,290 ,429 

1,297,100 

1 948 

1 ,370,428 

1,377,100 

1 949 

1 ,430,428 

1,430,400 

1 950 

1 ,430,428 

1,430,400 

1951 

1 ,430,428 

1,430,400 

1952 

1 ,430 ,428 

1,430,400 

1 953 

1 ,430,428 

1,430,400 

1954 

1 ,430,428 

1,430,400 

1955 

1 ,286 ,944 

1,263,000 

1 956 

1 ,1 43,651 

1,143,700 

1 957 

1 ,1 43,651 

1,143,700 

1 958 

1 , 1 43,651 

1,143,700 

1959 

953,042 

1,203,200 

1 960 

1 ,381 ,853 

1,381,900 

1961(6 Months) 

690,926 

690,900 


$ 16,000 
104,000 
167,000 
198,000 
261 ,000 
122,000 
144,000 
131,000 
152,000 
173,000 
239,000 
222,000 
246,000 
269,000 
293,000 
318,000 
342,000 
366,000 
397,000 
516,000 
572,000 
592,000 
729,000 
858,000 
906,000 
873,000 
902,000 
1 ,080,000 
1 ,203,000 
1,095,000 
1 ,268,000 
1 ,332,000 
622,00 0 


Subtotal 

(1929 to 6/30/61) $30,257,918 


$30,607,100 $16,708,000 
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Attachment 1 (LJE-1 ) 
Paęje 2 of 6 



RI.A FX 1 1 IIFSS 




INIFIHST 01; IIUM-M! GOT 

IABLE ni.!’,T 



TO AfFILIATLD COMfAIU 

ES - AD V A MC L'S 



lutero 5 1 

_ Accrued 

Yea r 

P a i cl i n Y o a r 

_Por _Books 

P P 1 III O I) A t o 

1961(F rom 

7/1/61) $ 690,927 

$ 690,900 

ii i 111 v.. Kult; 

$ 622,000 

1962 

1 ,331 ,853 

1,381,900 

1,244,000 

1 963 

1 ,331 ,853 

1,381,900 

1,244,000 

1964 

1 ,381 ,853 

1,381,900 

1,244,000 

1 965 

1 ,377,230 

1,377,200 

1 ,251 ,000 

1966 

1 ,368,705 

1 ,368 ,700 

1,536,000 

1 967 

1 ,363 ,630 

1,362,600 

1,536,000 

1 968 

1,360,319 

1,360,300 

1,708,000 

1 969 

1,360,319 

1,360,300 

2,152,000 

1970 

1 ,360,31 9 

1,360,300 

2,150,000 

Subtotal 




(After 7/1/61 ) $1 3,027,058 

$13,026,000 

$ 1 4,687 ,000 

Total 

$43,284 ,976 

>43,633,100 

$31,395,000 


Source: Annual Reports of REA to the I.C.C. 
Company Records. 


Ul 
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Attachment 1 (LJE-1 ) 
Page 3 of 6 


REA EXPRESS 

INTEREST EXPENSE ACCRUED ON BONDS AND 
NOTES AND N0N-NEG0TIABLE DEBT 
AT THE RATES USED ON THE BONDS AND NOTES 


Accrued Interest Expense 


Year 


Bonds and 
Notes 

Non-Negotiable 
Debt 

Total 

1929 

(10 Months) 

$ 1,320,000 

$ 13,300 

$ 1,333,300 

1930 


1,513,300 

86,700 

1,600 ,000 

1931 


1,433,300 

166,700 

1,600,000 

1932 


1,353,400 

246,600 

1,600,000 

1933 


1,273.300 

326,700 

1 ,600 ,000 

1934 


1 ,1 93,300 

406,700 

1,600,000 

1935 


1,113,400 

480,100 

1,593,500 

1936 


1,033,300 

425,300 

1,458,600 

1937 


953,300 

503,600 

1,456,900 

1938 


1,015,600 

408,100 

1,423,700 

1939 


264,900 

450,300 

715,200 

19 40 


254,200 

464,300 

718,500 

1941 


237,900 

480,600 

718,500 

1 942 


217,600 

500,900 

718,500 

1943 


193,200 

525,300 

718,500 

1944 


164,900 

553,600 

718,500 

1945 


133,200 

585,300 

718,500 

1946 


93,200 

505,400 

599,600 

1 947 



648 ,600 

648,600 

1948 



715,200 

715,200 

1949 



715,200 

715,200 

1950 



715,200 

715,200 

1951 



715,200 

715,200 

19 52 



715,200 

715,200 

1953 



715,200 

715,200 

1 954 



715,200 

715,200 

1955 



714,900 

714,900 

1956 



714,800 

714,800 

1957 



71 4,800 

714,800 

1958 



714,800 

714,800 

1959 

(9 Months) 


536,100 

536,100 

Tota 1 

$1 3,761 , 300 

$16,180,900 

$29,942,200 


Source: Company Records 







ACCRUED I NTEREST (MiIli on s of Do!tors ) 
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Attachment 1 (LJE-1) 
r age 4 of 6 

REA EXPRESS 

CUMULATIVE INTEREST ON 
NON-NEGOTIABLE DEBT TO AFFILIATED COMPANIES 



1929 31 33 35 37 39 4 ! 43 45 47 49 51 53 55 57 59 

YEAR 

SOURCE ■ Attachm«nt I , pog*» I - 3 . 


X 









/NTEREST (*1,000 


REA EXPRESS 


ANNUAL INTEREST ON BONDS AND NOTES TO PUBLIC 
AND ON NON-NEGOTIABLE DEBT TO AFFILIATED COMPANIES 



1930 32 34 36 38 40 42 4 4 46 48 50 52 54 56 58 60 62 64 66 68 70 

CALENDAR YEAR 


& 


SOURCE : Atlachment I , pagts 1-3. 


Attachment 
Page 5 of 
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Attachment 1 (LJE- 1 ) 
Page 6 of 6 


REA EXPRESS 

SUMMARY OF INTEREST EXPENSE 



Accrued Interest 

Interest 

Total 

End of 

on Bonds 

Paid on the 

Interest 

Year 

and Notes 

Advances 

Expense 

1929 

$ 1 ,320,000 

S 

$ 1 ,320,000 

1930 

1 ,513,300 

66,000 

1 ,579,300 

1931 

1 ,433,300 

168,000 

1 ,601 ,300 

1932 

1 , 353,400 

264,000 

1 ,617,400 

1933 

1 ,273,300 

360 ,000 

1 ,633,300 

1934 

1 ,193,300 

455,906 

1 ,649,206 

1935 

1 ,113,400 

551 ,622 

1 ,665,02-2 

1936 

1 ,033,300 

540,191 

1 , 573,491 

1937 

953,300 

573,177 

1 ,526,477 

1938 

1 ,015,600 

666,416 

1 ,682,01 6 

1939 

264,900 

832,461 

1 ,097,361 

1940 

254,200 

730,429 

984,629 

1941 

237,900 

810,429 

1 ,048,329 

1942 

217,600 

890,429 

1 , 108,029 

1943 

193,200 

970,429 

1 ,1 63,629 

1944 

164,900 

1 ,050,429 

1 ,215,329 

1945 

133,200 

1 ,1 30 ,429 

1 ,263,629 

1946 

93,200 

1 ,210,428 

1 ,303,628 

1947 

- 

1 ,290,429- 

1 ,290,429 

1948 

- 

1 ,370,428 

1 ,370,428 

1949 

- 

1 ,430 ,428 

1 ,430,428 

1950 

- 

1 ,430,428 

1 ,430,428 

1951 

- 

1 ,430,428 

1 ,430,428 

1952 

- 

1 ,430,428 

1 ,430,423 

1953 

- 

1 ,430,428 

1 ,430,428 

1954 

- 

1 ,430,428 

1 ,430,428 

1955 

- 

1,286,944 

1 ,286,944 

1956 

- 

1 ,1 43,651 

1 ,1 43,651 

1957 

- 

1 ,1 43,651 

1 , 1 43,651 

1958 

_ 

1 ,1 43,651 

1 , 1 43,651 

1959 (9 Months) 

- 

953,042 

953,042 

Total 

$1 3,761 ,300 

$28,185,1 39 

$41 ,946,439 
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Attachment 3 (LJE-3) 
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New York, Ja.-] 


V 


SUEJTCT: In Ho: Lcalic Roecker vs. Rsilway _ 

inepress Aęcncy, Inc.o rporatc-d, ot al. ^.7 j\» : ~‘* 

'' .-*0 Vl-' 

jtfl 2 "" 

lir. C. C. 7vuns, 

• Ganorul Attomey, 

• N O .. Y OI /w, »>. • Y . ( fi''J* r*i 


Denr Sir: 


*751 

f~* S # 

I/, fcf €VV 
U.\l« a.* • I f><r/ 


P.eforrinp to your letter of January El, ro :uc*etin 
ovide.nco n.~ to the finr.acial etuius of Roilway I^presr, A 
in conr.cction v.*ith the- ubove er.titled suit: 

Attached is General Solance Shect- na of Mor rat er 30, 
1946, the lotest do te for v;hicl* firurea aro avcilabie, of 
P.ailw.y rea 3 Ay.ency, Incorporated , v;hich a ho w 3 the follow- 
in£ itfornaticn: 

Cu o tlen 1 . 

Yotal capitnlization of Railv;ay Hrpreoa Agency, Inoor- 
pornted, ;':5,hOH, 570. f-7, n-idc \xp of Capital Ceinuon Stock Isr.ueć 
and (iutstnr.dln•; *100,000.00 and Mon-No./otiable Dcbt to Af- 
filintod Co.ripanies-Advances ^ 1:5,408,570.27. 

0ue. c :-t l on ?. . 

Rc.il-.vay Zxpvesa Ager.cy, Incorporated, hec no nurplus. 
It in a non-profit org&nization hs the revenueo and ineone in 
cxcccs of 07 . 0 rati.ng ezpc-ncf-n, tares c;r.:i other dećuctior.s 
(dcci-nnteć ac "Srprcsś ?rivilo;;o3-Dr. w in the I.C.C. cianci- 
ficrfc*on of .-.cccunts) ara paid to tho csrricrs partita to the 
Standard Ag rcencat for Eapreaa Gpt-rutions. 

• • 

Cu es V-. on 3 . 

The net worth of Rnilw n y Kx p rens Agency, Ir.c ęy rorat o d, 
oc cf MoYcnr.sr 50, 1945, wa^ jn o,cos, 570. l7\ wEicH lY co^nuted 
W deóuctlrJffron the Total Are t s~ shov.a on tho balahce chuch 
U 90,-*.03,171.90) the total Cm -cut Liabilities, Doferred Lia- 
bilitJes nad Unadjusted Credit.: (^64,099,601.69). 

lours truły, 




thi w.^ “ • 

l-y w. a. b.-ii .f j.. 


,Yice Presićent, 


\lU- 




r 











REA EXPRESS 

SHARE OF REVENUE REA LOST AS A RESULT OF 
CONVERSION FROH UNIFORM EXPRESS CONTRACT 
TO THE EXPRESS OPERATiOMS AGREEMENT IN 1929 
(1929-1961) 


Express Privileges 
Standard 

a r _ _ Agreement _ 


29 (Ten Mos.) 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 


( 000 ) 

$119,284.0 

105.720.7 

73.831.6 
47 ,005.2 

44.303.1 

50.212.6 

51.327.6 
59,004.8 
56,597.9 
57 ,641 .4 

51.636.6 
53,018.2 
55,680.5 

85.219.7 
117,116.0 

118,648.9 
1 21 ,875.4 

86.805.2 

107.807.8 
1 07,721 .3 

69,1 53.6 
72,206.4 
75,048.1 

124.400.1 

125.691.2 


Base Ratę 
(2.5 Perć ent) 

$2,982,100 
2,643 ,000 
1 ,845,800 
1 ,175,100 
1 ,107,600 

1 ,255,300 
1 ,283,200 
1 .475,1 00 
1 ,390,000 
1 ,441 ,000 

1 ,290,900 
1 ,325,500 
1,392,000 
2,130,500 
2,927 ,900 

2.966.200 
3,046,900 
2,170,100 

2.695.200 
2,693,000 • 

1,728,800 
1 ,805 ,200 

1.876.200 
3 , 110,000 
3,142,300 


Limitations of 
_ Ease 


REA W o u Id ic s t i n 


$ 691,500 

473,200 
73,400 


145,700 

150.100 
179 ,400 

105,500 

116,600 

78,700 

468.100 
1,103,700 

1,198,600 
1,268,300 
559 ,900 
844,200 
839,300 


2,300 
854,300 
889 ,000 


$ 2,290,600 
2,1 69 ,800 
1 ,772 ,400 
1,175,100 

1.107.600 

1.255.300 
1,283,200 

1.329.400 
1 ,239 ,900 

1.261.600 

1.185.400 
1,208,900 

1.313.300 

1.662.400 
1 ,824,200 

1,767,600 
1 ,778,600 
1 ,610,200 
1 ,851 ,000 
1 ,853,700 

1 ,728 ,800 
1 ,805,200 
1 ,873.900 
2,255,700 

2.253.300 


ro 

en 


Attachment 4 (LJE-4 T 
Page 1 of 2 





REA EXPRESS 

SHARE OF REVENUE REA LOST AS A RESULT OF 
CONVERSION FROM UNIFORM EXPRESS CONTRACT 
TO THE EXPRESS OPERATIONS AGREEMENT IN 1929 
( 1 929-1 961 ) 


Yea r 

Express P r i v i i e g e s 
Standard 
Agreement 

Ba se Ratę 
(2.5 Percent) 

Limitations of 

Ba se 

REA 

Would Retain 

1954 

$108,588.2 

$2,714,700 

$559 ,300 

$ 

2,155,400 

1955 

113,740.2 

2,843,500 

285,600 

2,557,900 

1956 

112,207.0 

2,805,200 



2 ,805,200 

1957 

88,676.8 

2,216,900 

_ 


2,216,900 

1 958 

87 ,345.6 

2,1 83 ,600 

- 


2,183 ,600 

1959 

114,087.2 

2,852,200 



2 ,852,200 

1960 

92,210.4 

2,305,300 



? . Tnę mn 

1961(6 Mos . ) 

40,495.b 

1 ,012,400 

“ 

1 ,012,400 
$58,946,000 


Source: I.C.C. Annual Reports. 

Uniform Express Contract of 1923 
Company Records. 
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RfS FX PR FSS 

PROFIT EARNED BY REA EXPRESS 
IN THE AIR EXPRESS BUSINESS 
THAT WAS TAKEN BY THE RAILROADS 
(1 951 -1 959) 


Activities of 
Sal es Force of 



Year 

Profit-/ 

Traffic Departmentp, 

3 % of Gross Revenue—' 

Total 

1951 


$ 950,600 


5 950,600 

1952 


964 ,700 


964 ,700 

1953 


1 ,051 ,200 


1 ,051 ,200 

1954 

(Seven Months) 

577,200 


577 ,200 

1954 

(Five Months) 


$ 471 ,400 

471 ,400 

1 955 



1 ,209,500 

1 ,209,500 

1956 



1 ,262,300 

1 ,262,300 

1957 



1 ,1 05,700 

1 ,105,700 

1958 



1 ,229 ,700 

1 ,229,700 

1969 

(Seven Months) 


782,400 

782,400 

Total 

53,543,700 

$6,061,000 

59,604,700 


]_/ Linę l(d) of AES 37 reports. 
2/ Linę A-4 of AES 37 reports. 


Sources: Air Express Service (AES) Form 37 reports. 

Air Express Contracts effective January 1, 1951 and August 1, 1954. 
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REA EXPRESS 

SUMMARY OF AMOUNTS PAIU TO RAIŁ CARRIERS 
RETURN ON INVESTMENT 

(January 1, 1963-December 31, 1968) 



Ea s tern 

Southern 

Western 

Mountain 

Total 

Pa i d 

Ratę 1/1/63 to 6/30/64 

.000375 

.000266 

.000308 

.000439 



Car Foot Miles: 

(000) Omitted 







1/1/63 to 6/30/63 

7/1/63 to 6/30/64 

7/1/64 to 12/31/64 

1 ,813,249 
3,838,1 1 6 
2,024 ,841 

925,557 

1,975,634 

1,050,250 

1 ,488,079 
3,166,804 

1,661,526 

726,987 

1,568,063 
765,084 



7,676,206 

3,951 ,441 

6,316,409 

3 ,060,134 



Amount 

>2,878,600 

>1,051 ,100 

$1,945,500 

$1 ,343 ,400 

$7,218 

,600 

Ratę 1/1/65 to 12/31/68 

.000372 

.000238 

.000344 

.000293 



Car Foot Miles: 

(000) Omitted 







1/1/65 to 6/30/65 

7/1/65 to 12/31/65 

1/1/66 to 6/30/66 

1,860,806 
2,016 ,794 

1 ,687,81 9 

1,000,273 

92 9,424 

74 6,1 01 

1,501,701 

1,525,409 

1,260,477 

707,529 

738,415 

595,535 



5,565,419 

2,675,798 

4,287,587 

2 ,041 ,479 



Amount 

$2,070,300 

$ 636,900 

$1,474,900 

$ 598,200 

$4,780 

,300 
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REA 

E X P R E S S 




SUMMARY 0F AM0UNTS 

PA 1U TO RA 1 L 




RETURN ON 

INVESTMENT 

• 



(January 1, 1963 

-Oecember 31 




Ea s tern 

Southern 


7/1/66 

to 12/31/66 

1 ,785,980 

761 ,842 


1/1/67 

to 6/30/67 

1 ,533,266 

650,690 


7/1/67 

to 12/31/67 

1 ,410,808 

557,1 91 


1 /1/68 

to 6/30/68 

1 ,1 36,868 

295,274 


7/1/68 

to 12/31/68 

855,258 

85,271 




6,722,180 

2 ,350,268 


Ainoun t 


$2,500,700 

$ 559,300 


Total 

Amount Pa id 

$7,449,600 

$2,247,300 


Sou rce 

: Standard Express 

uperating Agreement, 

1959. 



Company Records. 



N 











1 


r 


CARRIERS 


, 1968) 


Wes tern 


1,321,402 
1,205,219 
1,111,075 
720,265 
_6 32,037 

4,989,998 
$1,716,600 
$5 , 1 37 ,000 


Mountain 


To ta 1 Pa i d 


643 ,035 
580,842 
555,1 67 
401 ,980 
_36 2,969 

2,543,993 

$ 745,400 $ 5,522,000 

$2,687,000 $17,520,900 


"O 

cu <-t 
CO c+ 
CD Oi 
O 

ro zr 
U 

o CD 
-tł 3 
rt 

ro 

CTł 


i 
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/ 


255 











256 


Attachment 7 (LJE-7) 
Page 1 of 1 


REA EX PR ES S 

ADO ITIONAL EXPENSE TO REA EXPRESS 
FROM INCLUSION OF COMMUTATION EXPENSES 
IN OUT-OF-POCKET LINĘ HAUL COSTS FOR THE 
EASTERN ROADS 

(January 1, 1963 to December 31, 1968) 


Period 

Linę Haul Cost 
at 74* Basis 

Commutation 
Cost at 

Ninę Percent 

Adjusted Cost 
at 74% Basis 

1/1/63-6/30/63 

$ 13,046,300 

$ 1 ,174,200 

$ 11,872,100 

7/1/63-6/30/64 

27,834,000 

2,505,1 00 

25,328,900 

7/1/64-12/31/64 

14 ,829,900 

1,334,700 

13 ,495 ,200 

1/1/65-6/30/65 

14,1 60,700 

1 ,274,500 

12 ,886,200 

7/1/65-6/30/66 

28 ,833,000 

2,595,000 

26,238,000 

7/1/66-12/31/66 

14,439,600 

1,299,600 

13,140,000 

1/1/67-12/31/68 

39 ,909,200 

3,591,800 

36,317 ,400 

Total Six Years 

$153,052,700 

$13,774,900 

$139,277,800 


Notę: Basis for 9 1 is contained in minutes of subcommittee of Express 

Accounting Committee, 2/3/67. 


Source: Company Records. 
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REA EXPRESS 

SUMMARY OF ADDITIONAL COST TO REA 
(EXCLUDING ROI) RESULTING FROM THE USE OF 
A 74% OUT-OF-POCKET BASIS COMPARED TO A 
OUT-OF-POCKET BASIS 

(January 1, 1963-December 31, 1968) 


Period 


Cost at 
74% Basis 


Cost at 
70% Basis 


Expense Excess 
by Using 74% Basis 
Over 70% Basis 


1/1/63-6/30/63 

$ 33,207,800 

$ 31,412,800 

$ 1 ,795,000 

7/1/63-6/30/64 

71 ,256,500 

67,404,800 

3,851 ,700 

7/1/64-12/31/64 

37,527 ,200 

35,498,700 

2,028,500 

1/1/65-6/30/65 

34 ,066,1 00 

32,224,700 

1 ,841 ,400 

7/1/65-6/30/66 

65 ,735,000 

62,181 ,600 

3 ,553 ,400 

7/1/66-12/31/66 

32,495,700 

30,739,200 

1 ,756,500 

1/1/67-12/31/68 

87 ,732,500 

82,990,000 

4.742,500 

Total Six Years 

$362,020 ,800 

$342,451 ,800 

$19,569,000 


Source: Minutes of REA Board of Directors meeting, November 20, 1961. 
Company Records. 
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Attacnment 9 (LJE-9) 
Page 1 of 1 


REA EXPRESS 

ADDITIONAL EXPENSE TO REA FROM INCLUSION 
IN LINĘ HAUL COSTS OF FREIGHT TRAINS 
AT PASSENGER TRAIN RATES FOR THE EASTERN ROADS 

(January I, 1963 to December 31, 1968) 


Period 

Linę Haul 
Cost at 74% 
Basis 

Credit for 

Freight 

Service (2.4%) 

Adj usted 
Cost at 
74% Basis 

1/1/63-6/30/63 

$ 13,046,300 

5 313,100 

$ 12,733,200 

7/1/63-6/39/64 

27,834,000 

668,000 

27,166,000 

7/1/64-12/31/64 

14 ,829,900 

355,900 

14,474,000 

1/1/65-6/30/65 

14,1 60,700 

339,900 

13,820,800 

7/1/65-6/30/66 

28,833,000 

692,000 

28,1^ 1 ,000 

7/1/66-12/31/66 

14,439,600 

346,600 

14,093,000 

1/1/67-12/31/68 

Total Six Years 

39,909,200 

957,800 

38,951,400 

5153,052,700 

$3,673 ,300 

5149,379,400 


Notę: Basis for 2.4% is contained in minutes of a meeting of subcommittee 

of the Express Accounting Committee 2/3/67. 


Source: Company records. 





REA EXPRESS 

AD01TI0NAL COST TO REA RESULTING FROM INCLUSION 
OF INJURIES TO RAILROAD EMPLOYEES IN LINĘ HAUL COST BASIS 


Summary 


Period 

E a s t e r n 

Southern 

Western 

Mounta i n 

Total 


(.000092)- / 

( .ooooss)^ 

(.000062)- / 

(. 000046^ 


/63-6/30/63 

$ 166,800 

$ 50,900 

$ 92,300 

$ 33,400 

$ 343,400 

/63-6/30/64 

353,100 

108,700 

196,300 

72,100 

730,200 

/64 - 12/31/64 

186,300 

57,800 

103,000 

35,200 

382 ,300 

/65-6/30/65 

171.200 

55,000 

93,100 

32,500 

351 ,800 

/65-6/30/66 

340,800 

92 ,200 

172,700 

61 ,400 

667,100 

/66-12/31/66 

164,300 

41 ,900 

81 ,900 

29,600 

317,700 

/67-12/31/68 

454 ,1 00 

87,400 

227 .500 

87,400 

856,400 

al Six Years 

$1,836,600 

$493,900 

$966,800 

$351 ,600 

$3 ,648,900 


These 1962 rates per car foot mile included in the out-of-pocket expenses for the respective yroups 
are taken from a letter from R.A. Nayin, Assistant Controller to J.C. Ashton, dated April 13, 

1966, with regard to "Injuries to Employees." 


rce: 


Calculation based upon above rates and company records. 


U 3» 
O* r* 


253 
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Attachment 17 (LJE-11 ) 
Page 1 of 1 


REA EXPRESS 

EXPENSES FOR LOSS AND DAMAGE TO COMMERCIAL 
TRAFFIC AND PERSONAL INJURY TO REA EMPLOYEES 
OWED TO REA BY IHt CARRIERS 
(1969-1973) 


Damagfj 

Payments 

_Vear_ Owed REA 

• 1969 $105,000 

1970 119,700 

1 971 1 1 1 ,900 

1972 101,300 

1973 62,100 

Total Five Years $500,000 
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Attachment 12 (LJE-12) 
Page 1 of 1 




REA EXPRESS 

SUMMARY OF REA CLAIMS AGAINST RAILROADS 
AFTER 7/1/61 


Excessive Car Foot Mile Payments : 

Return on Investment @2.5% 
Out-of- n ocket Cost from 74% to 70% 
Commu13Mon Costs Inc luded-East 
Freight Service Pricea at Passenger 
Costs-East 

Personal Injury Costs of Railroad-East 


$17,520,900 

19,569,000 

13,774,900 

3 ,673,300 

3,648,900 $ 58,187,000 


Payments by REA fcr Personal Injury and 
Loss and Damage Claims madę in Accord 
with Articles 10A and 10B of the 10/1/59 
SE0A for which Reimbursement has not been 

Received 500,000 


Interest on Notes Payable to Railroads 

After July 1, 1961 1 3,027,000 

Total Claims $ 71,714,000 

Less: Railroads Share of Additional Amounts 

Ayailable for Distribution Resulting 

from Above Items _2 6,959,400 

Amount Due REA $ 44,754,600 
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Attachment 13 (LJE-13) 
Page 1 of 5 

DIRECTORS COMMON TO THE RAILROADS AND THE 
UNDERWRITERS/INVESTMENT BANKERS HANDLING 
THE 1929 AND 1938 BONDS AND NOTES 


Minutes of Counsel December 6, 1928 reflect a 
suggestion by a railroad attorney discussing potential 
anti-trust problems that it would be advisable to have 
the financing handled by neutral bankers. Howevsr, this 
suggestion was not followed. This attachment shows that 
many interlocks existed between the railroads and under- 
writers, investment bankers and trustees of the 1929 REA 
Bonds and 1938 REA Notes. 


/3fc 








1 
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DIRECTORS COMMON TO THE RAILROADS AND THE 
UNDERWRITERS/INVESTMENT BAN’vERS HANDLING 
THE 1929 AND 1938 BONDS AND NOTES 


Guaranty Trust Company/ 
Guarantee Company Directors 

E.J. Berwind 


Marshall Field 

R.W. Goelet 
P.G. Gossler 


1929 

_ Railroad Directorships 

Interboro Rapid Transit—^ 

Atchison, Topeka & Santa Fe 
Gulf, Colorado and Santa Fe 
Kansas City, Mexico and Orient 
Santa Fe and Pacific 
Santa Fe, Prescott and Phoenix 

Chicago and Northwestern 
Chicago, St. Paul, Minneapolis 
and Omaha 

111 inois Central 
Union Pacific 

Cincinnati, Newport and Coyington-^ 
Ci.ncinnati, Covington and Erlanger 
Cincinnati, Covington and Rosedale 
Cincinnati, West Covington and 
Ludlow 

Covington and Latonia 


W.A. Harriman 


A.H. Harris 
C.F. Kelley 


II1 inois Central 
Los Angeles & Salt Lakę 
Oregon Short Linę 
0regon Washington Railroad & 
Navigation Ćo. 

Union Pacific 

New York Central -' 7 
(Approximately 30 smali railroads) 

Butte Anaconda & Pacific 
Tooele Val1ey 


Thomas W. Lamont 


Chicago & Erie 


G.M.-P. Murphy 
W.C. Potter 


C.H. Sabin 


N.Y. Railways 

Atchison Topeka & Santa Fe 
Chicago and Eastern Illinois 
Santa Fe Pacific 

International-Great Northern 
Missouri Pacific 
New Orleans, Texas and Mexico 
New York Railways 
Texas & Pacific 
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Attachment 13 (LJE-13, 
Page 3 of 5 


DIRECTORS COMMON TO THE RAILROADS AND THE 
UNDERWRITERS/INVESTMENT BANKERS HANDLING 
THE 1929 AND 1938 BONDS AND NOTES 


Guaranty Trust Company/ 
Guarantee Company Directors 

J.R. Swan 

G. Whitney 

M.P. Callaway 


1929 

_ Railroad Directorships 

Chicago & Eastern Illinois 
N.J. & N.Y. R.R. 

American Great Southern 


Kuhn, Loeb and Company 
_ Partners _ 

Felix M. Warburg 

Otto H. Kahn 

Mortimer L. Schiff 

Jerome J. Hanauer 

Lewis Strauss 


Staten Island Rapid Transit 

Los Angeles and Salt Lakę 

Los Angeles and Salt Lakę 

Hudson & Manhattan 
Yazoo & Mississippi Yalley 

Susguehanna and N.Y. 


J.P. Morgan and 
Company Partners 

Edward T. Stotesbury 

Charles Steele 

Thomas W. Lamont 
Thomas Cochran 

George Whitney 

R.C. Leffingwell 
Arthur M. Anderson 


Reading-^ 

Lehigh and Hudson River 

Atchison, Topeka & Santa Fe 
Chicago, Great Western 

(See Guarantee Trust Company Listing) 

Copper River and Northwestern 
Nevada Northern 

Copper River and Northwestern 
N.J. and N.Y. R.R. 

Northern Pacific 

N.Y., Susguehanna 4 Western 


]_/ Chairman of the Board or Chief Executive Officer. 
2/ Chairman of the Executive Committee. 


Source- .ectory of Directors in the City of New York , 1929/30, 
J.S. Little and Ives Company, New York. 

•i o iv 's Analyses of Investments-Ameri can and Foreian , 

?, Moody's Investors Service, New York. 

Dealers of North America-1 929 Edltion , 

Herbert D. Seibert and Co., New York. 

Who' s Who in America , 1 928/29 , The A^N. Marquis Company, 
Chicago. 
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DIRECTORS COMMON TO THE RAILROADS AND THE 
UNDERWRITERS/INVESTMENT BANKERS HANDLING 
THE 1929 AND 1938 BONDS AND NOTES 


Guaranty Trust Company 
Officer or Director 

H.W. DeForrest 
R.W. Goelet 
W.A. Harriman 


J.A. Hartford 
T.W. Lamont 

W.C. Potter 
E.W. Stetson 
George Whitney 

E.D. Duffield 

A.C. Dorrance 


L.E. Zacher 


1938 

_ Railroad Directorships _ 

Southern Pacific 

Texas & New Orleans Railroad 

Illinois Central 
Union Pacific 

Union Pacific-/ , 

Los Angeles & Salt Lake- 
Oregon Short Linę ]_/ 

Oregon, Washington Railroad & 

N a v i g a t i o n C o . ]_/ 

Canton, Aberdeen & Nashvil!e 
Central of Georgia 
Dubuque & Sioux 
St. Joseph & Grand Island 
Yazoo & Mississippi Va11ey 

New York, New Haven & Hartford 

Atchison, Topeka & Santa Fe 
Santa Fe Pacific R.R. 

Atchison, Topeka & Santa Fe 

Illinois Central-^ 

New York Central 
West Shore Railroad 

United New Jersey Railroad and 
Canal Co. 

Lehigh Va11ey 
West Jersey and Seashore 
Baltimore & Eastern 
Reading 
Port Reading 

St. Joseph, South Bend and Southern 
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Attachment 13 (LJE- 12) 

Page 5 of 5 


DIRECTORS COMMON TO THE RAILROADS AND THE 
'JNDERWRITERS/INVESTMENT BANKERS HANDLING 
THE 1929 and 1938 BONDS AND NOTES 


Kuhn, Loeb and Company 
_ Pa rtners _ 

Lewis L. Strauss 
Sir William Wis eman 
John M. Schiff 
Frederick M. Warburg 


1938 

_ Railroad Directorship 

Susąuehanna and New York 
Kansas City Southern 
Los Angeles and Salt Lakę 
Los Angeles and Salt Lakę 


Morgan Stanley Company 
_ Officers _ 

Nonę 


1/ Board Chairman as wel1 as Director. 

2/ Member of Executive Committee. 

S o u r c e : Moodyls Analyses of Investments-Amęrican and Foreiqn-Banks , 
1938, Moody's Investor's Service, New York. 

Security Dealers of North America-1938 Edition , Herbert D. 
Seibert & Co., New York. 

Who's Who in Commerce and Industry-1938 , Institute for 
Research in Biography, Inc., New York. 
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' 1 ' 1 ~ Attachment 14 (LJE-14) 

Page 1 of 2 

RAILWAY E.YPRESS AOHICY 
Incorporatcd 
OFFICE OF THE PRZSIPEHT 
230 PARK AYBiUE 

L. 0. HEAD, 

Prcsidcnt 

HE/ YOHIi May 17, 1948 


Mr, F. V/ 1 . Charskc 
Chairnan, Financc Connittec 
Railwcy Eicprcss Agcncy, Inc, 
c/o Union Pacific Railrcad Co, 

120 Broadway 
New York, ii, Y, 

' Scurces of Fur.ds Availabie 

for Canital Zimcr.ńiturrs 

Bear I'r, Charskc - 

Rcferring to rcccr.t discussion ret, ar di ad suojcct aatters 

Expcnscs incidcnt to the issuancc of the bonus and notes 
and nrcraiuoc paid uroń rcde.r.ption of bor.ds and notes prior to 
natur i ty v;cre: 


Bonds 

Kotce 

To tal 


S>mcnr-cs 

$ Ó2,3Pl.lP 
44.886.15 

$107,227.79 


Proniun 

$420,000.00 

17.OCO.OQ 

^4- $432,000.00 


As cxplaincd-luring car discussion, sach ar.oun.ts were rc— 
covcrcd by including .tc.J as deductions fror.i inccnc in calcula.ting 
Raił Trajisportation ?.evcnue, 

With rcspcct to the discount of $720,000,00 on the'salo of 
the original oond issue rclr.tivo to uhich you cxprosscd the thought 
that itom should havc bccn onitted fron the taoulaticn on page 3 o 1 
the memorandum of February 20J The tabulatior. showed a dii fercnco 
of $3,391,429.73 betwcon the original bona issue of $ 32 , 000 , 000.00 
and the anount which the Agcncy will rccoive up to the ond of 1943 
from the stockkoldcrs as advances to ccver oor.u and netę retire— 
nonts, i.e,, $28,608,570.27. Thus, the Agcncy«s Capital liabili- 
ties havc becn rcducca as foliowe: 
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o — 

Rcpayncnt of advanccs to stockholding 
railroads in Fcbruary, 193$ 

Rcpaymcnt of advanccs to stockholding 

railroads froa which etock was purchascd 
for acccunt of Southern Railway 
Advanccs for August, 1932, not coilcctcd 
from Southern Railway 

To tal 

That nrcóunt plus advanccs by the stockholding carricrs will 
aggrcgatc $31,280,000.00. The way the aiscount of $720,000.00 was 
handlca also has had the effcct of reducing our capital'liaoilitics by 
that emount sińce the $720,000.00 dcductcd fren incoac represented the 
recovcry of r cpcnse - not the retirenent of bonćcd indebtedness as 
do the advar , Thic trcatacnt cf the discount and repaynent of ad- 
vances has rcoulted in interest saving at 5^ per annua, Prior to 
Roccabcr 1, 1933, the interest ratę on advanccs was ó£. 

The thought cxprcssed during our discussion that the ur.uscd 
portion of annual lurap sun cradgcts authorized by the Board has bccn suf- 
ficicr.t to cover spccial appropriaticr.s is confiracd Dy the fact tnat 
during the fivc yestrs 1941-19-5 (l?4ó budget not yet closcd out) cudget 
cxpcnditurcs (including cjcpcnditurcs auounting to $1,106,509.70 under 
special appropriations) ucrc $178,000.00 less chan the lunp suu budget 
authorizations. 

The attachcd stateacnt sheuld be substituted for the tabula— 
tion on page 5 of the Fcbruary 20 nenorandun. Ihis statenent has ocen 
brought down to datę to inelude all spccial prajccts ‘authorized by the 
Eoard in 1947 and 1948 which harc not be er. cor.plctcd or chargcd to the 
property accounts, Since our discussion advicę bf the cscalation on our 
refrigerator cars haę v bccn rcccived and t hc A. jat od effcct has also 
bcen givcn considcratió^in the attachcd ctatcnĆTTt, thcsc changes re— 
sulting in a rcductldn.^ 3 ' ^hc eatiaatćd funds availablc for capital 

erpendituros at the-dpr oi 1-948 to $2,542,555.77. 

% , 

. : As rcquested, also attachcd is nciiorandua showing est-inatod 

rcojuircnci-ts for ccjuipaent rcplaccncnts and installnent pnyiaę",*- on 
refrigerater cars during the fivc yoars 1949-1953» inclusivc, Jind esti- 
nated funds availablc for cuch roąuircnents, The estinated 'c.ąuipncnt 
replaccncnts during thosc ycars are bascd upon the crcpcctation that 
cxprcss traffic will drop to the lcvcl of 193&*1935-1940. 

Yours truły, 

(Signod) L. 0. EZAD 



President, 
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ńZZac tigen: j. b ( LJ E 15 ; 
Fage i o;- - '-— 


• imiiCRAirDirj! 
DIP.ECTCR OF FI 

iirfics", 

wlwOwikO 


wf C0WF2RSBCS 7/ITH ER. 
IIARCZ, JANUARY 11, 1929 
. NICODZiiUS AND BILL. 


EAF?H 

9:00 


A. 


II. 


1. JURISPICTICN OF COYYISSICN: • * . • 

Mr. Hahaffie atated that he had alreaćy expre 3 aed 
hl3 viewa on che Coreniaaicn’s juriadiction, nanely, wheń we 
Tiere In Uaahington.on Decenoer 5 befcre Di7iaion 4. I cccplained 
to hin Chat aince Chat conference we had conaidered Che na Ster 
and reached the conclusicn aet forth In our aenorandua. Eo aaid 
that he had aone doubt on the subject, but that the Ccnniaaion 
In other nattera where the partiea intereated had cor.e befcre 


the Conr.iaaicn as king then to tako 


juriadiction had been 


incllnsd 


co tako jurlodiotlon. 


I jot 


ł -ipro33lon that we would hane 


no real difficulty on chis point. 

2. THE ERA?INO 3UT FOR JANUARY 24: 


(a) 


It will noc be a propo3od report caae. 

It will be a fuli Connission caae. It • 
ha3 been asalgnod to Costaiaaioner Canpbell 
but Hahaffie procably will be the nanwho 
has to do noat of cne wortc. Unle3a 3 oir.e — 
thing de7elop3 at the hearing which will. 
rocuire It., ic will not be necesaary to 
file brief 2 . 


9 


(b) Interwer.ors ' objectloną: 

» kr. Aianarrie aaic he nad no thing further 
Iren National Induatrial Tranie League, 
and-that he had henrd of no other objectior.a 
to the Plan. I atated to hin what 7/alt er 
had written to roe a3 to the N. I. T. L. 
objoctiona, nancly, that it did not wian 
the Znpreaa Corcpany to bccar.e a nerchandlaing 
organlcation, and they wished alao to aafe- 
• guard tho rr.attcr of rateaj and I stated that 
thfise objectlona v/ero, of. courae, not contrary 
to anything chat the ćbcoreaa Agency '.7aa con- 
tenplacing in theac applicationo. 
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Attacnment jlq {Luc. ip j 
Page 2 of 4 


- 2 - 



/ 


► 


(c) 


TeatinonTt 

I ouollnea our plan for ha 7 Ing Mr. Store 7 
make a conplete statenent of the expreaa 
buaineaa, ‘che naturę and the purooae of 
the plan, and confinlng cur te 3 tircr .7 to 
mattera of a generał naturę. Thia 77 111 
be aatlafactdry to ilr. Mahaffie. ~e 
dlaouaaed the aubatanciaticn of the nrlce 
to be paid for the real catate, and 1 told 
hi.u hor: che appraiaaio had been rerifled 
by the carrlera, and he aeened to taks no 
enception to thia aathod. 77e stated we 
woulć file a atatenent of the total 
appraiar.la, but, after diacusaicn, aald 
that we preferred not to puc the details 
ln the record. He hiaaclf auggeated that 
It aight lead to taxation on che 7aluea 
paid. A 3 3et forth bolow, he will enpect 
a Juatificaticn of the price at which the 
debentures ere propoacd to te aold, if it 
ia on uore than a 5,i baaia. ^9 told hia 
we woułd have tir. Lutz, cf the Ixpre33 
Company, preaer.t to aupply any infornation 
deaired, thnt we ’./onld be prepared to 

cover fully any kind of oojectiona to the 
Flar.. 

7,’e alao outlined the conditiona upon nhich 
the ■••'illir.aa ronda had ccne in, and told 
hi r. of the agroerrent to put into the record 
Counael'3 ruiing upon the ainkir.g fund pro- 
7ia ion. 


3 . gci??A.v:r ii-z a. ~. e.: 

\7c acąuainted nr. hahaffie w i th tha preacnt statua 
of the r\. R. E . c.tntract, and told hia of tho necea3ity for 
proapt acticn by tha Coaais3ion, uh ich. I thini: h9 appreciatea, 
and will undcubtedly do his beat to forrrard. 

4. FIHAnCInC-: " 

T7e outlined the conferencea vrith Mesara. Andersen 
and Hanauer, told hia of their recoaaendaclona with reference 
to making the debentur9 iaaue a 20-year oblig9tion, natur ing 
aeni-annually, like an eąuipaent truat. ~e adviaed hia of the 


* 


% ■ 
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ragę 3 oI* 4 . 
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difficulty in the sals of such security, because of its 
\mavailability for oa7ings banks, and the ąuestion as to 
whether it is an Insurance inwestment; also nentioning the 
fect that the Inpr es 3 Ager.cy will not under its ccntract be 
able to build up a reserve fund which will be security for the 
bonds. Mr. Hicodemus described lir. Storey’s conferer.ce with, 
the bankers on che 7th instant, and sald that, tentati7eiy, 
they had suggested th-et che bond bear a 55- co upór., ce offered 
to the public at par, and sold tó the bankers at 97^. Kahaffie 
stated that, if the money was going to cost the Enpress Company 
morę than 5>. ; , he would h? ve to hawe a cne shewing madę as to the 
price. It will be agreeable to have this showing m.ade at the 
hearir.g cn the 2‘i‘ck, if a definicc pricc ic agreed on at that 
time, 3 ubject to the approval of the Comission. Hahaffie 
also stated that the Ccmmisaion wculd not act upon the Finance 
Docket Application ur.til tac details had besn supplied. Y.e 
told hln the Trust Ir.denturr is nor/ in proesss of preparatioa. 


5. rMTTFlCCKIlT 


J . W . V-» . -r. - .* W 


The Comission will net act on a blankęt application. 

It will be necessary to have the indivlćual applicaticn3 filed 

* 

in the usual course. 

6 . GF.KZHAL: 


Łlr. Hahaffie raised other ąuestions which he sald 
were in his roind: 




(a) The ralidity of the Applications 
Paragraph (2) cf dection 5. The 
ąuestion he had in mind is whether these 
applicaticns filed by tho Agenta are a 


./< 










272 



MLR'3 


cc- Mesar 


- 4 - 


Attachment 15 (LJE 15) 
Page 4 of 4 ... . 


conpliance wlth Paragraph (2) of 
Section 5, which reąuires euch applica- 
tions to be filed by carriers. 

(b) The other pue3tion v;a3 an to the 3inking 
fund provl3ion3 of the financing plan, 
and he lnąulred whether the reąulrement 
that the c?.rricr3 pay off the bond3 aeini- 
annually uculd havc any effect on the 
Enpret- /.gen yj 1 a rates. ".'e told hln nonę 
whatover. Ho sald he tras not a ratę man, 
hut dld not >rich to havo anything ln thla 
proceedlng that would afford a claln that 
it should '.'-G T 7c tern lccked at fro- a ratę 
atandpolat. 'e told hla that these aemi- 
e.nnu , . , i ln3 tainento wers 3ixply Capital 
.invsstnent3 by the carriers, and the 
carriers woulć bo entitled to a return on 
them, whether they paid for then a11 at 
once or s?mi-ar>nually, 


* < 



1/12/29. 


i 



H. u, Clarl:,> 

P. C. llicodemus, Jr. 
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ANNUAL REPORT 


RAILWAY EXPRESS AGSJCY, INCORFORATED 




TO THE 


Interstate commerce commssion 


FOR THE 


YEAR ENDED DECEMBER 31,1959 


Name. official tir!*, cnd officc address of officer in charge of correspondence with the Commission regardin? 
this report: 


(Name) 


R. A. SAUER 


(Title) VIC£ PRES ID EN 7 AND 00NT H3 LLER 














Annual Report - 195? 


FIUPED DEBT 


Dellgnetlon 
ot 1'ond or 
Obli catlon 

Collateral 
Trurt Bonda 


_TEfM_ 

Da* a ~ Data 
ot ot 

Iaaua Haturltr 


Total Par Total Par 
Valua Valut> 

Authorlied Outatandlng 


TOTAL PAR YAI.UE HELP BT RESPONDENT Total Par 
In SI:,king Yalua Not 
Pledged aa or Othar Hałd by 
_In Treaaury Collataral Funda_Respondent 


Whan 

Payabla 


INTERES? 

Ariount Aecrue 
durlng tha 
_laar 


Anount 
Pald durlng 
_tha Tear 


niarallanaoua 
Fum cd Obllgatlonai 

Non-Negotlable Notaa to 
Affllleted Companlaa - 

Adv nc ” * - I - 977 637 053 

Equ 1 pnent Obllgatlona - - Ouarterly - 2 l^ola L?3 

Aut :0tlv» Enulpnent - Inatallr.^nte 

Con Itlonal Sala* to Aprll 1, 

Agmment 1951 

Equ'fncnt Obllgatlona - - Ouarterly . S 5U1 65U 

Aut -Otlvo Equ!pnent - Inatallmenla 

Con Itlonal S t laa to Auguat 2S, 

Agr enant 1961, 

Equ pzont Obllgatlona - . Ouarterly - 566 059 

Rer Igerator Cara Condl- Ir.atallrnnta 

tlo.itl Salea Agieeramt to Aprll 1,1960 

Equ‘pr»nt Obllgatlona - - Ouarterly . 688 715 

Raf.Igerator Cara Condl- Inatallmenta to 

tle al Sala a Agreenent Decemfcer 31,1973 

Łjulpent tbllgatlona - - Ourrtarly - 61)7 926 

Ref-Igerator Cara Condl- Inatallnonta 

tle :al Salea Agreenent to Oct, ]., 1960 

Iqulp»nt Obllgatlona - - Ouarterly - 1,50 09S 

Raf Igerator Cara Condl. i Inatallnenta 

tleial Salea Agraamant to Deo. 31,1973 

Eąulpr.ent Obllgatlona - - Seml-Annual - 2 2?) 880 

Rof.Igerator Cara Condl- Inatallnenta 

tlcia) Salea Agroement to Deo. 1, 1967 

Eep.l pnent Obllgatlona - - Sanl-Annual - 7 579 600 

Refrlgerator Cara Condl- Inatallnonta 

tleni Salea Agreer.ent _ to Dec, 1. 197 ? 

Recolpta Outatanding for 

! * d °* bl _ NONĘ 

TOTAL $ - *1,7 736 L05 

i - U to and Ineludlng Septanbar 30, 1959 and 5* fren and aftar that data. 
(* - Sea dotalla on Pagaa Noe. 71-A and 71-B. 


977 637 053 i Soad-annually *1 203 201 * 953 01.2 

2 LOl, L23 2-lA* Ouarterly 67 6L9 7 6 666 

S SLl 6SL 3-1/7* Ouarterly 220 982 222 L8L 

566 059 2-1A* Ouarterly 22 306 28 67L 

688 71S 2-JA * Ouarterly 19 76S 20 311, 


6L2 926 2-5/8* Ouarterly' 23 691 28 C62 P 

f 

3 i 

LSO 09S" 2-7/8* Ouarterly 13 3S8 13 586 1 


2 273 880 L-l/2* óanl-annually 125 063 127 906 [ 

*■ 

ł • 

7 579 600 1-3 M Seml-anm?4lly 360 031 360 031 | 

-—--—■ - ■■ — ■ ■ i 

i, 

__, 

»L7 78L L 05 /£?—*2 056 0 L 6 91 830 76 S ; 

W i 
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23 



I. OrCBATINO Inccme 

(301) Ckarges for transportation (p. 33)..... 

(314) Expreea privilegce—Dr. (p. 35).._. 

Revcnue from transportntion. 

(302) Reveoue from opcrations othcr than transportation (p. 33) 

TotaJ opcrating revcnues (]>. 33)... 

(3J5) Opcrating exper.se a (p. 40)..... 

Net opcrating rc\enue*.. 

(316) Uncollcctible revcnuc from tra.-.sportation... 

(317) Ezpress tazca (p. 53)... 

Opcrating income*..... 

II. Oteek Income 

(303) Rent from rcal property and equipmcnt used jointly... 

(304) Miacellaneoua rent inrome... 

(305) Net income from miscellaneoua physical property (p. 25)... 

(306) Separately operated propcrtiea—Pro6t (p. 33).. 

(307) Diridend income (p. 43).... 

(308) Income from fund?d accuritiea (p. 43)... 

(309) Income from unfunded fecurities and accounta. 

(310) Income from sinkiDg and otber reserve funda... 

(311) Release of premiuma on funded debt. fc .._. 

(312) Contributiona from otlier compamea. 

(313) Miacellaneouf* income ()j. 51} .... 

TotaJ otber income.. 

Groaa income*______ 

III. Deductions Frosj Ghou Income 

(318) Rent for real property aod equipment uacd jointly. 

(319) Miaoellaneoue renta... L ....... 

(320) MisceIlaneoua tazen...... 

(321) Net łona on miacellaneoua pbyaical property (p. 25).. 

(322) Separately operated propćrtiea—Lose (p. 33/.... 

(323) Intereat on funded debt (p. 23)___.... 

(324) Intereat on unfunded debt..... 

(325) Amortization of disco ant on funded debt_.-._ 

(326) Income transferred to othcr companiea_.._ 

(327) Miacellaneoua income debita..... 

Total deductiona from grosa inconie___ 

Net inCome*..*.__'.....1_'._ 

IV. DiRPoarriov or Net Incokz 

(328) Income applied to ainking and other reaerve funda.. 

(329) Dividend appropriations óf income (p. 31)_ 

(330) Income appropriations for investment :n physical property 

(331) Stock diacount eztincuiahed through income_i_..._... 

(332) Miacellaneoua appropriations of income__ 

Total appropriations.'._____!... 

Income balanre transferred to Prout and Ioaa*._. 


2h7 

229 

7557 

68I4" 

§5o1 

223 : 

17 

19 

702 

30 

2 li 

33.7.. 

0.73.. 

2$2 

XIX 

XXX 

X X 

X X 

h 

X I 

X X 

560 


1 

.3.. 

.3. 

i20 

303 

538 


n: 

3NE 


.a.: 

15). 

?8b. 


.. „1. 

5 62. 


.M 

3NE„ 

3 

'572": 

589 

3 


355 

XXX 

XXX 

1 

X X 

Z X 

ii: 

X X 

X X 

)NE 


.. 20. 

513 


1 I: 

510 


1 : 

)NE 




2 

056. < 

31*6.. 

.3 


.— 

NC 

r 

NE.. 


2 60. 1 

2 

T35 7 ! 11T ! 


P 



NOTĘ.—Dedoctiora 
t b* unouot of S-. K0HE. 


* U oeflcii, indicair in p»reniho«i». 

► of am-lertied imoriuiioo o# emarreory Ud ii U es io ticeuof retorded drpreeetton resuJtcd Id reductioo of Fedcni Income iua tor Ibe jtt ot tbU report lo 


_S.ee.Page..29-rA_ 



• * . n 

■—' w ■ » «■ 
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“nir^ accoukts 


Itra- -------- 

~ I ~ ĆHS I tS ------ii)_(o)_ (d) 

2 I. OEM OPERATU.!) KETENtTZS 

?3l ** rt " i 0T trłrJ poru 1 1 m (p.33). . 3S r ia ^ . 

C (W ' R * T, :r: Ć™ cr ’' rmtl ‘ r '* ■>»*" ttan tranaportatlon (p.33). I, 96? 676 . * 

loui gro.. c^tlp, ~.no. -i- 21. 3M107SSJ 

n. OTHER LNOCRZ 

« (3 J S> v f r: n ! r: d . j : inti7 • • • *» 

1 nr*! ^! t L 'f C ^° fr ° a !lł * CłlUr * 00 * Fropertj "(p!?5)I ] 3 y* 

Ci Saparatejj opa ra te d propertiea - Profit (p.3j) , 

U (307) Mrld.nd lneo» (p.tf). 3f5 

12 (308) InccM frcn funded aecorltlea fplliill !. 

1 ? ^ Cara fr °" and accounta’ g JP 

^ m °-- h * r i fund/.: : ? s 

HH! '■•* 3 **'* °7 preaduna oo fcidad debt. 1 

10 (31?) Contributlcna frc*t other ecnpcnlea . . 

17 (313 M1pc.I1ip.of. Incene (s O) . 

U Tc tal oti.r . ! ) ] ] | * ;. -3 572 5S? 

Tclal grosa op.ratl.wr rarono.a u.d’.thśr‘lnc» .* .* “395^!^ ‘ 

£? , m - 2»2I? AND LOSS C?2DITS 

22 a«*{ SS2 7 t^.T! !*“. ^ ^ 

?3 (105) Onrefundabla orercharęea. . “ 

a (105J MlacaljApaoo. profit ud loes er.dlt. . . I J .’ * * ** J j 3 ! 

S Total profit ud loaa ero di ta. . * - —g7j 

27 pggrrs . 757 *« 

28 V) . onsinno UPSTISES, TOC0L1BCTIELE RETE1TOE 

„ nio r>. ., ffDM Łirszss taies 

1315) Op«rmttn» ^rr^nae* 

3i° Bili ssirsś Tp^r rr-.r-rir :;:;:: ’• : w » ” 

3? TobU “PPrmtlr^ rrner.aea, oncoilaetlbl. eieiiw * ’ * ~ 9 

truaportatl®. and arpr,s. tu. j M „ f ^ 

u . t. other deductcons 

35 (319) ^.r.7.T. ,qUi * #nt “* jDlBtl *- 

36 (320) Klaeellaceoaa tuma . •••*••••••••» 20 513 

g ^gSSrSSŁr&ft?::::::.••• *•»« J&r 

L2 Bill A®ortl»atlon ot dl.eoont on fund«d d«bt 3 ///%??S 

k3 tT “ ,f .r™d to otfcer enpul.. .a...... ' 

(327) Hlacallaneoo. Incca. dablta . . " * ” 

**o Total oth.r dodoctlona .. ••••••••••• -2 ć$l ^ 

.. . 2 080 723 

li , T1 ' PSDm "D LOSS 32HTTS 

(U5) Loaa on land »old .... 

ia ;!*?£} Dalayod lncoi* d«b)t. * " ! I ! " ‘ !. 

Lc (U.7) Ml.oallan.ooa profit aai loaa dablt. .. * 

W 2«*1 IWlt anJ Loa. dablta . . . 

„ .* 27 352 

TU. PATSSfTS T3 RAU AND OTHEB CAKKHES 
CT l„u ^ r3R HPHESS 

51 (3U.) Pajoonta to Sali and otbar Carrlar. for 

hanllng mrpnta (p. 3 S). 

c , . _1 Ia5 720 99? 

52 TOTAL HZBI73 . . 

... . . *396 7 57 625 

NCrZl Mo not tncooB accrood to o—< t-r,. ._ . 

Ul. Capital atock of to. AgJ^ AgTOCT ’ ^«n>or.t«l, and no dlrld.nd. an. paid 0 r pajati. on 

lo affact*fceorpomud, -• <«..d b r 65 Claa. I rallroada. Tbar, ara 
agrourat. In at.ndard fora lor te oond.irS^. 1 . 7 ™Uao.d., 

Tb.e ^anmta pode. that Par. ab.n b. aae.rtainad Incoe. rla , 

1. Oiarga. for tranaoortatlon ’ ”*•* 

I'. ^TLc^: ^d^ 00 * ^ ,h “ Uanaportatltai 

and f ron th. total ^af^ 

3- Ot>«r»tlng «xpvnM» 

2* Ttna 

3. Ott»r dodnctlon. froa lncoaa lnoludln* cr—-naati™, 

l 10 th * “ rrt *™ 

«d that raaalndar ahj^ bTlL-^iT* d * blt •' 

agraonant, aecordln* to va TolrC of^ar^^f th * carrlar., partia, to th. atandard fur. of 

•^a- —Thae - «• -P-ctir. lina. a. ea^rad",^ 

ar—ot, « .Wiflad aa -P^auta to Hall Ł nd Oth.r Car^e*^^ 1 ^..^ 02 




9 
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PROFIT AND LOSS ACCOUNT 

fabow htreunder tbe itemfc o f thc Profit and Loss Account of tbc re- tbe Income Account (p. 29) for aoy particular claaa of stoclc sbonld equal 
spondcnt for Hic ycar, classificd in accordance with tbe Uniform System tbe total amouot of dividenda dcciarcd on such ciosa during tbe year aa 
of Accouuts for Espreas Companica. show n page 31. 

The sum of tbc dividcnds stated in tbis account and tbosc stated in 


i (401) 
J (402) 
5 (403) 

« (404) 

s (405) 
s (406) 
7 (407) 

S (408) 
t (409) 
te (410) 
n (411) 
11 (412) 

U (413) 
1< (414) 

13 (415) 

is (416) 
u (417) 

1« t. 


Credit balonce at beginning of year. r i i s i x z 

Credit balance transferred frora income ... i s i i i « x 

Profit on rcol property and eąuipmcnt so . * x 2 x x j 

Delayed income credits*. . i i i x I i x 

Unrefundoblc overchargcs. x i x x i x x 

M ! seeIb»ncoue profit and iosa credits*...... i x x i x x x 

.u baiance at beginning of year....... NONĘ x 

balance transferred from income... .. 26 | 365_ x 

Surplus appued to sinking and other reservc funda. J..N0NE.J X : 

Dividend appropriationa of surplua (p. 31). "_ x 

Surphu set aaide for intestment i u physicAl property.*_ x 

Stock diacount estinguished through aurplua ..H_ x 

Debt discount e.Ttinguished through aurplua.w_ x 

Miscellaneous appropriationa of surplus. j*_ x 

Loss on lar.d sold...... 

Delayed incooie debita*... W x 

Mibcellaneoua profit and losa debita*.2.7. 3.5? s 

-balancc carried to Balance Sheet..N O ME _ 

totsł... J, . I. 53 . 71 . 7 . 

•Delabs ot pnncipal it«ms sbould U psta. tEtats "Debit" or "Credu." as ci 

KISCELUNEOUS PROFIT AMD LOSS CREDITS 


?Li j Li 08 
NONĘ 
2 036 

27 ?73. 


....... 


53. 717.. 

7 t* Łppropruu. 


§27,273 


__KISCELUNE0DS . PROFIT AND LOSS .DEBITS 


Fiiięs. irposed.by „U. S.. GoYercnent. 

Drafts credit ed to P ro fit and L oss iiń pri.or,jeąrs 
palń d uring _ cur rent. year:_ 


§27 ,3.52 


v 



























































































278 

Ajinual Report 



I. TraNHPOKTATION S S I I 1 | i 1 

(101) Ezprcaa, domcatic. 38^'201i ll82. 

(!02) Ei presa, foreigu.. .7.8S.|56.Q.. 

(103) MiaccllaueouB.. 


TotaJ tranaporlation.i - 38-8 ! kTk. 

II. Contract P a ysj ents i s i | x z j i i I 

(104) Espreaa priyucgca — Dr . .LikS 22CL?12_ 

Reveoue froiu trauaportation ... 2hZ ., Ił 03 —|8 82 _ 

III. Opehations Other T han Tr an-poktatio.n iib|zz(zs 

(105) Customs brokernge feea.. 99.7..U3.Q. 

(106) Order and couimission... . .3.?.. S.Uk 

(107) Renta of buildingfc and other propi*rty.. . 1^4 .53.6. 

(108) Money ordcre..-..NONĘ 

(100) C. O. D. checks.....1 7.2L.997.. 

(110) Limited and unlimited chequca.N0NE.... 

(111) Travclers cheąuea....7. 

(112) Telcgraph and cable tranafera..!?. 

(113) Ietters of credit..... n . 

(114) Foreign poatal remittanc^a. j .* . 

(115) Profit on eichange and other finaucial rcvenue. , . n \ I 

(1 IG) MiaceUaneous.L, ? X3 .2.7.o3 _I 

Total other than tranpportation.'_k 982 678 


Total operating revenuea. I...?lł.7.l386_p60... 


SEPARATELY OPERATED PRCPERTIES 


N'«m« of property 

(a) 


„ Railway Expres3 Motor Transportj 

0 .JĆnęorporttęd. ...East k2nd St. , K ew.Ycr k, N. T. 


, 4 Railwa y fc caress Agency, Incorpo-.... 
u .rątsdj. of California.l.21?..East..k2nd..St,j..Nęw. 



\ • 


> 
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COMPARAT1YE GENERAL DALANCE SlIEET—ASSET SIDE 


UsIłuo* «t t^winolof 
ol yeai 


.97 0?9 17 . 95 . 

.HOME.... 

.SOI3.2.P. 


Inve«tmicht 

| (b») Told bnrk nwts : 

598118 ?99 


fb\) owij 

Kscos ii.c:' j i*>] |o (fri) 


z x i x i s i 


..Le.lsoo.. 

...NONĘ... 

...A . 


n i i « » « « « 

u .NONĘ... 

u .1.035.. 

>« .NONĘ.... 

, 5 _^_ 

97 -223J 650- 

i; i»i i i | i i 

» .27 799.181. 

„ .5 021.. 

» .1 602.. 

„ .166 '058 . 

.15 m.123.7.. 

. k 981 ! liS3.. 

.„1 1^01 : U93 

„ !100 

» .i 1750.. 

» _l_Sli3JS52_ 

> „JŁi2kl4.:22l. 


90 xzz xx|xx 

'...._.„7.51145.7.. 

..NONĘ.. 



"lii 

ii'65 


89 

922 

XXX 

i i 
222 

i > 

037 

— 

522 

NC 

ws 

NE 


n 


2 

3.1.2. 

8Sk. 

XXX 

XXX 

X X 

X X 

X X 

I X 

3 

057 I3u5 

1521821 (872 


(501) Real propcrty andcquipment (p. 27) \a7... -_ _58, 

(503) Mibccll*ficous phy*ical propcrtjr (p. 25).... 

(504) Invrstcnent4 in afliliatcd companica— x » * 

{A) Stoeka (pp. 35 and 41) ......... 

(D) Bonda (pp. 38 and 42)—..i— ..... 

(C) Notca...-.—....... 

(D) Adsances...—.. 

(505) Oihcr investinunt»— i i x 

(d) Stocks (pp. 37 and 41)...... ... 

( D) Bor.da (pp. 30 and 42)........ 

(O Notes............... 

(D) Advancca...... 

To tal iuvcstment........ . 

Cor.HENT A83ETS ZSZ 

(506) Cash.....1...3.2 

(507) Spenial dcposita.... 

(508) Loana and notca rcccivable...-... 

(509) Traflic balancca recei vable.. j 

(510) Net balancca receivable from agenta and mcaacngera.. 

(511) Misceliancous accounta rece»vnble—.....__.. 

(512) Materiał and aupplie*.... 

(513) Intcrest, ditidonda, and renta receivable.—.... 

(514) Working fund advancea........... 

(515) Other currcnt asaeta____ ll 512 !_X?l3 .. 

To tal current /utarte. ..._ .. -2 

Depehbed Asa et® i z z 

(bo ToUJ book asMŁs (bO Raspond*nt‘a owa 

tt daM of jmt ineJoieii lo (6i) X z z 

(516) Insurance and other reaerve fundę (p. 45)_ .„S.7S--382...N0NE.. 

(517) Provident funda (p. 45)__N.ONE__H.. 

(518) Kidelity and indemnity funda (p. 45)____1!____ 

(519) Advance pay merita on contracta..1____ 

(520) Other deferred asa eta----- 

To tal deferred aaaeta__•„==■=. 

Unadjcated Debit® XIX 

(521) Renta and i na u rance prom i urna paid in advanoe___ 

(522) Taxca paid in advance_____ 

(523) Diacount on Capital atock___ 

(524) Diacount on funded debt...... 

(525) Other unadjusted debita.__ ^ HZcSyrZ'"’ *' - 

(526) Securitics i.HSucd or assumed—Unpledgcd (pp. 19and 23)..._N.0NE... iii 

(527) Securitics issued or asaumed—Pledged (pp. 17 and 23)..!!_ 1,1 

ToUl uoadjusted debita__ _ 

Grand Total__ _ 
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SUPple: 1EHTARY STATEMENT 
O? 

CONTIKGENT LIABILITISS NOT INCLDDED IN THE 
OP THE BALANGĘ SHEET STATfMSNT 


BODY 


Ouorating and Insurance Reserves 


Liabilitiea for Loos and Damage ona Casualties 
(personal lnjurles) in excess of tho reserve balances aa 
of Decornber J>1, 1959, ara estlnated to be - 

L 033 and Danage & 1,907,037 

Casualties > 1,566,756 

Accruals for those claases'of linbilities were discontinued 
ln 1939. Since thon payments have been charged currently 
to Cperating Expenses, conseouently, the Incorr.e accounts of 
e&ch accounting period include a fuli neasure of all such 
paymenta, which are deductcd from grosa rsvenues along with 
other costs of Railway Expresa Agency, Inc., in determining 
Raił Transoortation Revenue Dayable to carriers parties to 
the Standard Express Operations Agreenent effectivo October 
1, 1959. 
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COMPAftATIYE BALANCE SHEF.T—MARIUTY S1DE 


Palaner il Dtinf 
of ymi 


i i x > i i i 


99'900 

ŃCKE 

991900 


Ł X X XX- JL_ X 

.. .28 591 256..| 

. 101 715 . 1690 .), 

liii 677 > 801 1 
_gU|tSTl757 - 


(bi) Tols! bo* 4 Lablbły f7»t) Tortl^tJ 1*14 ty or far 
• t rlo^o cl yr»r rrjpondcnl *i fi « of yeor 

Capital stock (p. 19).-..96 . 500--NONĘ-.. 

Premium on capital stock.NONĘ .H. 

Total stock liaoilitica. 5$..5.QQ .._ 

Lonc-tlum Debt 

(60 bo-k labiLty On) Fortioa b«)d by or for 

«l efrw of yc4T fefpoodeit al r! of y-ar 

Funded debt umnatured (p. 23)-. S22..Ó37.. 05*3 -..N.OKE. 

\ »«»*»•«* o>i ..PTT_ 

/ 0»l Illlfl-Mf tł-H.f £•*» ^2 201 27 ^ n 

r»UI L> '. r T »-» {W**_ 78 I 4 I 4 O 5 _____^ _ 


.I ...1.8 3.56 

...12 .761 93Q 

.5 .2.711362 

.89.1890 

.SONS... 

.3.l7ltl 

1 75H390 
19 661|882 


= .2 .5721.7.07 . 

a 1158 1 7.66 

_iLk2i'ii£. 

^,1675356 


_11 897 

" 11897 

XXI X X I X X 

NONĘ 

.9 7 . 897.131 

.85 .983 509 

9 i 668 

_iii6£k. 

58j59m 

XXX X X I X X 

NONĘ 

.-.. \* . 

'_I,_2_ 

_ I"_ 

...1521.821,672 


r«u* L»» r T >'-» o»*«__ ą f / 0 I 4 

Cchncsr Liamiuties 

Loar.a nod notes payable.. 

Traffic balanccs payable.:. 

Audited arcounts and uages unpaid. 

Miscellaneous accounts payable. 

Matured intcrcst, dividend«, and renta unpaid 
Matured funded debt unpaid. 


(539) Ex press pritilege liabilities... 

(540) Eetimated tax liability.-. 

(541) Unmatured intereat, dividends, and renta payable. 

(542) O tli er currcnt liabilities.... 

Total current liabilities... 

Dljłrred Liabilities 

(543) Liability on account of provident funda.. 

(544) Liability on account of fidelity and indemnity funda. 

(545) Other deferred liabilitie*.... 

Total deferred liabilities.... 

Unadjusted CncDiTs 

(546) Premium on funded debt___ 

(547) Gperating and inaurance reacrves..... 

(548) Accrued depreciation—Buildinga and equipment (p. 27A) _ 

(550) Accrued depreciation—Miacellaneoua pbyaical nroperty. 

(551) Other unadjusted cred)ta____ 

Total unadjusted credit a____ 

CoBPOHATE SURPLUS 

(552) Additiona to property through income and surplus.. 

(553) Rcsenea from income and aurplua_^.... 

Total appropriated surplus_ / ^ .. 

(554) Profil arid lo*s halance (p. 30)_ .. J y , 

Total corporatc aurplus..1.. __„_ 

"rand Total.\ rrrr^rrrrrrr^ , 


_#..-.P.«nptes Decrcase._. 



NOTĘ.—ProTla.on bas ool tren mada for Pederai lorom* lun wbici) rrur br payabla lo futurO^iM m rfcanil of deducUotu duiin* tbe prnod Dooembcr 31, IM3 to cJoae *?«*•* yrar of tbts 
rrport for acr«trniUd amortuatioo 10 ticras o i rerordod Urprrcianoti. Tb* acnounU by wbieb PrdermJ inootne lua bave hoeo rrduerd dunn* tbe lOdieaied period acgrrfatfd |_....NQNE._ 
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INCOME ACCOUNT 


I. OrCBATłNO IKCOMI 


(301) Charrea for tran*portation (p 33)... 

(314) Erpreas pmikgc*— Dr. (p. 35)..-.—-- 

Rcvcnua frorn tr.portution..~~. 

(302) Rcvenue from opcrationa othor than trari»portatioo (|». 33) 

Total operat ing revrnuc# (p. 33)---—. 

(315) Operating exi*u»ca (p. .40)—....——.- 

Net operatiug rc\ enue*......... 

(316) Uocollcctible revcnuc from transportation.—.... 

(317) Ezprcaa ta^e* (p. 53)-.-.~... 


Operating income 1 


!I. Other Income 


(303) Ront from reol property aod cąuipuicnt u*ed jointly- 

(304) Miscellaneoua rent income-—.-.. 

(305) Net income from mi«cei)aneoue physicai property (p. 25) 

(306) Separately operated propertiea—Profit (p. 33)..... 

(307) Dividend iocome (p. 43)--- 

(308) Income from funded securit i ca (p. 43)--- 

(300) Income from unfunded recurttiee and aeeoucU.. 

(310) Income from sinking and otbe eeerve funda-- 

(311) Reicase of preroiuma on funded debt-—... 

(312) Cootributions from other eompaaiea..... 

(313) Miscellaoeoua Income (p. 51)-- 

To tal other income-------- 

Grosa income*---—— 

III. DcnocTiOMa Fton Gaoaa Tncomb 

(318) Rent for rtal property and equipmćnt used joint! y.—1— 


(310) Mlscellancoua renta.. 


(320) Miacellaneoua taxca .J——-— -—- 

(321) Net losa on miacellaneoua pbysićal property (p. 25) 

(322) * Separately operated propcrtiee-^Loaa (p. 33)-1 

(323) Intereat on funded debt (p. Q)J—I—'—I—I- 

(324) Intereat on unfunded debt-— 

(325) Amortuation of diecount on funded debt- 

<326) Income transferred to other companiea-- 

(327) Miacellaneoua income de bite-- - 

To tal deductiona fYom głoaś incoo'«_.— l —!—. 
Net income*. ..*—i--—i—■—i 


IV. Dtaroamow or Nrr l*coi n 


(328) Income applied to sinking and other resenre funda- 

(329) Dmdeod approphationa of income (p. 31)- — - ■ 

(330) Inoome appropriationa for ihv4atmeht id phyaical property 

(331) Stock diaeount eztinguuhed through income_l—!-1 

(332) Miacellaneoua appropnatioda of income- l - 

To tal appropriatiooa—I—!—!—!—1—1—1—i—i——* 


Income balance tranaferred to Profit and Lo m' 


[Igi 

72" 

L8 

TsT 

...3*. 

lin 

21* 

13. 

LL 
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MISCSLLANE00S ?°.CFIT AND L3SS DD3ITS 


Finęs..lnnostd.by U.S. Goyęrnr.ent... . ... .. . . . .. ..... 
Lass sustąined from. Hayana, Cuba.Operation ,.....,... 
Drąf ts credited to P r ofit and. Loss in p.rip.r ysars., 

paid du ring cu rre nt ye ar J. 

_C.O.D. Drafts v. 

Claira Drafts ............................. ......_._. ._... • 

.Pajroll Drafts . ... . ......... 

.Scpenditure Drafts... , . , , t f t t t,, » ,» ,» 

Misce Haneou3 ... 
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!85 


- 1950 

3.1 


OrEIiATING rc:VKNLKS 


I rf r»\rlij« 

I.*' »'£ •» .f 

1 


I. TllA*»r0MTAT10N ł « I ! I k i \ . 

(101) EkprcbA, douir*tic ..I 3^'5 ^ Q 0 7-17 

(102 Ksprras, foreign. . ... . | 67*1- 521 

(103; MuicclUntotjH .... 2 110 9 39 

To Ul trai>s*>ruti u» . 358 .'463 207 

II. CoNTHl* r 1'AYMC.Nr* I i i i i i i t . _ 

(104) Kxpresai privilegt«— Ur . f 125 0 1 :,'.1 039 

% Keecuuc (r«#n. tra*.jpt>rutio’i . 2 3 3JL8 . 

111. OniHATIONS OTIl* K TIIA.N Ti4*.\»I*OUTA HON 1 & I I J t I II 

( 10 ^i Cu 4 totu 4 brokmm fc<? 1 . 013 ?:BL 4 !. 

(100) Order and coimnisMon. . . . 20 330 |. 

(107) RmiIi of buiidiug and thvf propcrti '211 0j6 

(IW Moa«> ordera N >?JE 

(109) C. O. L). thacka. . . .. 1 ĘO. 1 , 0?7 

(110) iJmiWd and uuliruiicd t : .equ«rd . ...i........ J. *’9?*. f 5. 

(111) Tra\elcra cficqu« s' ... ... ... I.J w ( 

(112) Teltrgraph and ca Mo transfer*. .|_ i ,f j 

(113) Letter* of credit..' j *.[ 

(114) Poraifn podał remitl ince* * 

(115) Profit on rzchange and oiher tinaccial rcwirne 1 ł1 

dii;/ Mlmflwoui _1 -1 II? 

Totai olhor t!»ar tratuiportulion _i) 639 

Tota! op*ra?ing rc\enue«. . 2ii7 95u 727 


SEPARATELY OPLRATED PROPERTIES 
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COMPAIt ATI YL GKNEKAL HA l.A.N CK SM KET— ASSKT SMJE 


Itetn 

Dabnco cios# o( y tar 

fb) 

(t) 


i » i i Ii i i z z | 

. -9.8! 1*15 799.. (son 

i. .NOJfE ... (J02) 

! 5 ° 321.. (503) 

j ***** I * * (504) 

1 I. Q i cTnn 


.i .1*3 1.600. 

i 'i 


j 1 

1 « i i 1 i I I x 

! I NON5 
i 1 000 
' "iiONE 


?8 915 620 


32 1*66 551* , (som 
2 095 ; (. 107 1 
685 ; (jog, 
262 1*91* (S09) 
]. U 593 1*72 1 ,.v,o; 

I 1* 011 1*/.5 ( 5ii. 

599 655 rani 

! .100 (5,3, 

975 (su 

1 _1_2JL2L3J (sir.! 

. 53 818 -2° 

' 1 * X X t S I 

! 11 * j 11 i i 

1 75 882 (5I6) 

..... I... 80NE , u".i7) 

...." . 

. i.... " ( (SIS) 

1 _LijJflZ0- 520) 

10? 252 

1 I I « I I I ' I l I 

* .. 1Ń5 667 | <;. 2 n 

558 61*1* Y22 

.I. ;.0T£ . ,123) 

xii ix i \ ' (ó2*\) 

V (ó.’7; 

2 ^27 1<7 

“T-r7?5-^3 ; 


INVE 8 TMKVT X X I z I X X 

(b,j Totu] b<«ok iv.YVts (bt) Kf«pondent’s owr. 

*it d*v* of yw issum u.du V-l In ł 6 i> * * * I * * ! * * 

Real property and erpiipment (p. 27)_ .i? 1 02 _ J 00 _257..NONĘ. j_X02 380 257 

SinLing fund* (p. 4ń) . .. .NONĘ.NONĘ I.N0N£ 

Misrellar.coua physical propcrty tp. 25). . .?.?!. 

Invc 8 tnicr.ts i u arfiiiated compnnies— x x x i x ! \ i j 

(A) Storka (pp. 30 And 41). .li 8 1 500 

(li) Ronds (pp. 3S and 42'... NDNZ j 

(O Notes.•.....Z.*! 2001000 i 

(D) Arfvancca... ... . N0NE ! 

Other investmcnts— x x x i x ■ x i ! 

(A) Stoeks (pp. 37 and 41 ' . N0NE 

(li) Ronds (pp. 39 and 42) ...... .. .I 1 000. 

(O Notes. . . ... .ZZZZZZZ "ZZ ”’N0NE .’.7 

(Di Advances... . ... .____._! 

Totai invcstment. . __ 10 21 J^J3 . 1 6 78 

Cc Ił RE NT AbAETA X l X ! i X j X l 

Cash. . . 2h[}hS 9n 

S|>e< tal deposits. ..... 2 123 

Loans and nc «> reccivnh!c.. . i 3 ' QQ 0 268 

Trj.Tte halancrs rcceńablo.. .. j 21 * 520 

Net tminnees receieablc front neon13 and mcsscnjęcr.. i.... 11* 978 737 

M isecllanc-uts arcounts recciva!>lc . ... j ii 21 ii 177 

Materiał and supplies. I 17*4 

Iiitercst, «ii\ nieruls. and renta reeeieahle.. 3 ! 850 1 

Working f'.i;d odvances.. ... . | 990 • 

Other current a«srts ... ..._. .1 203 i 665 i 

Total current asscts...... 0&9 L2p I 

Defehrld Asa et* x x x j x x j x x j 

<bi) Tot i! hook aytj (bil Respna«S*nt'« o%»u 

bt rjri«e of y»ir inriu« 1 * i in (^i» * * * : i i 1 i i j 

Iiist:ranccendothcrrcservefund»(p. 45). Ul 2.. 307. .NONĘ j 7_5'3Q7 

Provideiit f iiids (p. 43) .NONĘ.... ,! . i NONĘ I 

!• idoli ty a:.i indemnity fonds (p. 45)_. ,. M . <ł . n . I 11 | 

Advancc payments on contraets... . I u, 

Other defrrroit a.sscts. . |_ 20 987 

Total deferred n«icts.... . 101 29ii 

Tnadjusted Df.bitb x x x j * i , a 

Renta and insttranre premiums pali] Irt advance.. Ill9 865 * 

Taxcs paid in ad\ a tue. . . .. 67U ! 239 

niscount on Capital stock. NONĘ 

Di>count on fumir.l de lit.. .. ! I ii 

Other nnadpMcd dehit*.| ViT 7 /'^'*I....... 3( P7Śj $35 

.".•euritio' i**'iedor a.**nmrd—lnplełl^ed (pp. 19and 23) J _NONĘ I XX \ ! x x j t x 

Securitio' i><ncd or a^umed—Pledae*! (pp. 19 and 23) | . n . . \ x •> \ \ \ \ 

Total unadjU 7 tcd dot)it< . 3 89 9 939 

_Chan-d Totai. .... 156 7ii.U JJ 6 


***;»* i x i 

.3 963 1,58 


6 1*00 


. i . 

2C0 000 


11X1 


. _ 

.... 

_ 

Z h 157' 068 

x x x | X I II 

.8 119 61*3 
26 

... 2 999 382 
- 227 97U 

265 265 
i 202 732 

.l 595 51.9 

.!.3.:75.Q 


.i 1 25 987 

. 101 291* 

XXX I I 1 X y 

. 11*9 : 855 1 

. 671*1239 

. NOS 2 


i 308 '1*73 
3 559 1*01* 

I.I ’ 

X X I ' I I XX 
I X X 11 1 .5 


5 883 

1 . 5 953 

i i 

1 t I’ 

! ii 193 
115 5?? 


Par mino r* h U •• • at 

cix>'»* «>f y« u 

. N0N2 


'j.P .751 $35..|..1 252 98v 


XXX IX I \ 
XXX X \ \ \ 

.1*372 78 ? 
. l 951* 1*76 


- D-notes Decreise 






















































































287 



SUPpLEMENTARY STiiTEMSIIT 
OF 

CONTIKGENT LIA3ILITIES 1102 INCLODED IN THE BODY 
OF THE BALAKCE SHEET STATEMENT 


Operoting and Insurance Reserves 


Liabliitlcs for Loss and Daicage and Casualtios 
(parsonal injuries) in excess of tho reserve balancoa as 
of Decomber 31, 1960, ara estimated to be - 

Los3 and Danage $1,791,263 

Casualties $1,669,966 

Accruals for those classes of liabliitlcs vcre discontinucd 
in 1939- Since thon payraents have been charged currently 
to Operating Ezpenses, conseauontly, the Incone accounts of 
each accounting period include a fuli ceasurs of all such 
paynents, which ara aeducted frcn grosa revcnues along vith 
othor costs of Railway Expres3 Agency, Inc., in dcterninlng 
Raił Transportation hevenuc* nayable to carrlers par cios to 
the Standard Kspress Operations Agraecwnt effective Oototer 
1, 1959= 










i/UiUi AikA inii ur.t^i.nAU aijAii i. 
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5.% 


COMPAKATIYK tlAl.ANCK SiU.trT—UAItlLITY S1DE 


l r.iu* 

Usiano* \t t««nt}*n/ 

1 


<A >«uif 

fał 

f 

1 

! 

1 

I , 

iii 


J 


95 600 

« 


NONĘ 

5 

■ 

95 ^00 

P f 

7 

t 1 1 

. . 1 . . 

XXXI 

3 

.... 27 ! 637'053 

9 

. 7151*6 077 . 

10 

_ 12 L 29 T. 275 . 

II 

,47 

7 84 UG 5 _ 

U 

l ł l 

■1 1 I 1 . 1 

1 11 


. 1- 

it 


183 ' 8 jS : 

11 

. . „10 

.723 U 36 , 

:e 

C 

. 211 * 156 1 

17 


...25 957 i 

IS 


..“ONE. 1 

13 


.... 6 133 

30 

1 

290:508 : 

21 

22 ! 719 Ul 5 

72 

. ..?: 922 505 

23 


40 U 560 i 


H 232 7-9 

* 

_ 44 781 85 S 

X 

, , . 

X X . X X 1 

27 


NONĘ i 

> 


‘ " 1 

79 

U ! 

30 


n 

« 

I I X 

X 1 i X X I 

T2 


>:o:ie : 

1 

U 

.S 739 131 i 

34 

53 195 353 1 

* 

1 

10 ! 51!, i 

» 

! 131 262 

17 

“T?. 127 09 jT j 

» 

. . .1 

i 1 ! x 1 ! 

19 

l 

NONĘ I 

40 

1 

!" ! 

41 

| i" 1 

42 

” •' 1 " - " ti 

O 

" ! 

, « i 

154 739 3?8 ' 

I 

I 

NOTi: - 

Prui is>un has not 


lt*rn 

(b) 


(Ó 28 ) Capital stork (p. 19 )__ 

'ń29> Premium on rapital atock_ 

Total finek liubilitir- 


Sto ce 

| (b.) TotmJ l*. k Iiit.ibty 
tt tl« •* cl jrnr 

..95.500. . 

NONĘ 


(bi) prtfti«n hf M t-y nr fnr 
wrcr..Ji’til u! r! «• nł jłi* 

_nonę.; 

n 


BO»nce ai r!oae c( year 


Nm f • 
(IfT 

0*A ** •' 


95:500 ! 

SONĘ - 


. 95 5 OO._" _ 


(h,l rr rti. n Itł-M l>7 or f ,r 
rrai«o.-. ! nt r‘ -o../jrn*r 


Loso-tkhm Drir 

1 <bi) T Asi V* k !'.*b*Ut7 

• : tt-^r t-f ;-tar 

(^*30) Funded dębi un mat u red (p. 23) ...^.7. '-)1 953 

(53d* *■*"*—■<*»■*.—■ — -j~~ • li 240 396 

• 10 Tl ? 461 )_ " 


96•500 1 


i 

i.- i 


•T.Oi tA» T T.m 0 


46 995 912 ... 


. 27 637'053 1 

! 1 

11 2U0'393 i 

3 2° 4 321 

10 119 461 

2 031 Ó2_ 

1*6. 996 512 

1 21J> 507 


CCHKENT LlAttlUriEd 

Lo&n* and f«:»vablc.... 

XII 

• •jr. 

i«i 1 1 | 1 1 | 

TrafCc l-nlaucra t**ival)!e 


103 ! 248 


AudiUni ftcrounta and w&£t-<. uno^d. . 

12 

726 090 

1 999 5"4 i 

Misct‘)iai.ii*us HCcouiiUi j.avable 

.5 

255-405 

41 21 ? ! 

Matund intcrcł<t, dividcri'iH. and renta unpaid 


io 909 

is o.. ; - i 

Malunki fiii.ded debt unpaid ... 


NONĘ 

• - ! 

MIaccJ!ai!tt>ua advnncca pa>aLle 


6 ! 033 

'l r C 

Unpaid mot.ev orderu, cherke, and draft* 

V UU0 217 

149 3'9 : 

Kzprcaa privileac liabilitieu. .. 

12 

148 262 
030-325 
437 634 

19 571 il33 

Rntimatcd tax liabiiity. 

3 

id 2 0 - 
3. 254 i 

Unruatarcti inUfrcat, divideiul«, and renta pavable 


Otber cuTT^ut iiaoilitita .. . 

_l' 659 • 437 

276 5-' ;> 1 


16 1 726 536 

.J. P56 5.73 f 

... • « j •_» ! 

1’MŁnarD Llj* BILIT1F.W 

Liabiiity on account of protident fund*. 

,,ł 

* i ' 1 1 

NOtlE 

IdabUity on account of fidchlrr anri uidcmmty funda 

1 " 

•"i". 1 

Othcr deferred liabildiea . 

_£ 02 - 

5 6?* ! 

Total deferred liabuitjca.. 

Z 0? z 

...5:025 j 

. 1 . . . j . . : 

Unaujcstrd Cbeditu » « . i T n i f t 

Premium on funded debt_ • K.iyę* 

Operating and iaaurance ruH:rve? 

8 : 789 1131 ! .i' - 1 

Accrued depreciation—DuiJ.ilne? and equipment (p. 27A) 

Acmn.d depreciation—MiaceiLaneou'; phvs*cal proportv 

61 9?8 425 

I 11'320 

' 5 762'557 ! 

: 506 ! 
ic9 \2~:< 

Othcr unatijusb-d credita.. 

.j 

23 1 023 

Total unailjusted credit* 

70 801 399 

£ 674 * 8Cu j 

COKPORATF SLRPLU 6 

Additions to pro;x*rtv throuph incou.e and turpltia 

■ llj 

* » I « < I 

NCME ! 

XII 1 x ; i X I 

- i 

Rcaervc3 froin income and aurplua. 

| 

" 1 

.:. 

Total appropriatcd rurplus_ 

! " 1 

. 

Profit and loss oalance fp. 3(1) 

• 118 73 ^ 

lis!715 ; 

Total corporatc snrj»lu? .. 

(.iK4.NO Totai. 

!116 715 ' 
.156.744 335 ■ 

Tl 3 Tl - . 

- - <A>.., 

i 55 .; .. 7 : ; 


XUTI: - Pm Iw n-: t«n m»Je ler rclcnl incon* tua atick nuy t* »nM. ia (atan yem «. > ronił «C drfuctaat dar,ot to* p. riod rwcealar 


Jl. ittO to cl*j«c rf :* 


PTort (or KnhaM •'""'‘‘■.“un'■> "™ « >”»>“* d-pwMUon. Th. «n<m.b b, .b.cb FplmJ w»w harr hroo mlim* dunnt rht iodicilcl period JiO?. 1_ 

Jf - Denotes Decrease .. 


f- 


> 

.'} 

-1 


>1 


ł 

ł 

i 






















































































CUMFAKATIYE BAŁAM tu bllEET—LI A BI LII i bIDE 


Annual Reoort 


INCOME ACCOUNT 


I. Opr.nATixa Income 


(301) Charges for transportat ; on (p. 33) 

(314) Exprcss pmilegcs—Dr. (p. 35). 


Revenue from transportation 


(302) Revenuc from opcrationa othcr than trar.s[>ortation (p. 33> 
To tal opcrating rcvcnucs (p. 33). 

(315) Operating expcnsea (p. 49).... 

• Net ope .ting rcv enuc*.... 

(316) Uncollectible revenue from transportation. 


(317) Erpreas taxcs (p. 53). 


Opcrating income*. 


II. Otiieu Income 


(303) Rent from real propertv and equipment u.^ed jointly.. 

(304) Miscellaneous rent incorne.. 

(305) Net income from miscellaneoua phyaicai property (p. 25) 

(306) Scparately operated properties—Profit fp. 33). 

'307) Dividend income (p. 43)... 

(308) Income from fundcd securitics (p. 43)..... 

(309) Income from unfundcd secuntiea and accouuts.. 

(310) Income from ainking and othcr rescrve fuuds.. 

(311) Rclease of premiums on funded dcbt.. 

(312) Contributions from othcr compamca.. 


(313) Miscellaneoua income (p. 31). 

Total other income. 


Grosa income' 


III. Dedcctions From Ghoss Income 


(31S) Rent for real property and equipmcnt used jointly 

(319) Miacellaneous renta... 

(320) Miscellaneoua taxcs_. . 


(321) Net losa on miscellaneous physicai property (p. 25) 

(322) Scparately operated properties—Lors fp. 33).. 

(323) Intercst on funded debt fp. 23).—-. 

(324) Intercst on unfundcd debt.._.... 


(325) Amortization of discount on funded dcht. 

(326) Income transferred to othcr companics.... 

(327) Miscellaneoua income de bita... 


Total deductiona from grosa 'neonie. 


IV. DiaroatTioN or Net Income 


(328) Income applied to ainking and other reserve funda. 

(329) Dividend appropnationa of income (p. 31)... 

(330) Income appropriations for inve«tmcnt in physicai property 

(331) Stock diacount cxtingu*ahcd through income... 

(332) Miscellaneoua appropnationa of income... 


Total appropriations. 


Income balance transferred to Profit and Losa' 


I 
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PROFIT AND 

! Show hcreundcr thc itcms of thc Frofit and I«om Account of Ci o re¬ 

spondent for thc year, clauNified in accordancu witli thc Uniform System 
! of Account^ for hxprc 3 S Conipanics. 

The sum of thc dńidcnds stalrd iii this urcount and tho.se *tatcd in 

,OSS ACCOUNT 

thc Incotoe Account (p. 29) for any particular claas of stock ehould equal 1 
thc total arnount of dividends dcclared on such clasa during thu year as 
nhown od page 31. 

i Lian 

No. 

llern 

'»> 

Debil* 

d» 

Credit* 

(c) 

kem ark 3 

<d> 

! 

i i 


f 

» | 

$ 

118 

.715 

i 





2 

a 53 

550 

! 

3 





222 

513 

V ? 






KONI 



! 5 





3 

03U 


6 





32 

887 


! 7 



kokę: 





! 



i " 1 

. . . 




9 



.1. 

I I X 



. 

1 10 



1 w 




.! 

1 11 



I " 1 

, i , 




' 12 

(412) Stock disrount extincuisluHj thrnugh surplus. 


" 1 





1 

' 13 


i >f 1 





i 14 



1 u 




1 

I '5 



. i." 


:: 

X X 


1 18 



I " 1 




! 

17 



2h 063 



, , 

i 

1 16 



2 806 636 





l *• 

Total. ... . 


2 830 699 

2 

330 699 



• l>etaUs of priocip&l itema should bo fiven. fSute "Debit" or "Credit," u may be eppropriate. 

M5CELLANE0US PSD FIT A’D L05S CREDITS 

| 

..... . . 






£ 8 $5h . 

1 


Ur.naid Claim Dr-fts. 


• • • • • 


a 323 


. 

Unpaii Fayroll Drafts .... 

• • 



11 935 

j 

i 

.Unpaid Sjcreo 1 tture..Qraf ts . 




2 920 

1 

' 

Kiscellaneoos .... 


• • t • • 


.555. 


i 

Total 

• • 


. . 532 887 


i 

!.... i 

MISC2LLANE0U3 PROFIT A1!D LOJS DS3ITS 

i 

i 

Fines inoosed by U. S. Govern..•» 

nt 

• • • • • 

. . 5 2 961 


! 

Drafts credited to Profit and Loss 

in rrior 





years y paid during current year: 


C.O.D. Drafts . 

, # 


• • 

695 


i 

ClaŁm Drafts . 

, # 


• • 

1 813 

1 


Payroll Drafts . 


• • • • • 

• • 

1 173 ... 


i 

Exnenditure Drafts . . . 

# # 


• • 

3 326 

.i 

i 

Miscellaneouo . 

. m 



lii 085 


i. 

Total .... 

. . sstssj 

.. 

I 







i 








1 

i. ; 

• • ; 


j 


i 

r 

i. 

[ 

i 


i 


.!! 










































































































OPERATING REYENUES 


Auiuuot ol tt\ cnue 
for Uł« yc »r 

II) 


I. THA.Nbł-OHTATION I I I | I » 1 * * }-- 

( 101 ) E\press, Uomeatic.-. 366 99.5 359 - 

( 102 , Kjprcss, (omgli... ■ i . 

( 103 ) MiscelUuifoaa.. -TTTT TTT - ' 

ToUl traiupurtatiuu .' — ^Iłk. 

II. CoNTKACT pAYMESTR <>>!>> j > > 

i n <. i .t 7 q?i. 

( 10 «) Expr«*-pnvile*«,-Ur . 

Revcuue frum transportation. . . - Jr .^ Ą -^£^= 

III. OPCilATIONS OTHLK Tha.N Th A.NSPOKTATIOS i l i j X l I I ł 

( 105 ) Customs brokerage fecs .. . 3 . . 951 ^ ? 

I i "1 P 1 C 07 i 

( 106 ) Order and conunission. ..i. - -1 ■ • i- 2 y ‘ 

( 107 ) Kent* of buildiug* and other propert\. ... .. - - - - -• i 820 .. 

I ( 108 ) Money order*. ... .NONĘ 

( 109 ) C. O. U. chocka - - *1 -393 991 

! ( 110 ) Limited and uuliiuited chcques. . ... ..NO. 

ii 

i ( 111 ) Travelcrs cheauut... . .. . 

n 

i ( 112 ) Telcgraph and cable tranpferi. 

! ( 113 ) Letters of credit.....j. - ---.i- 

1 ( 114 ) Foreign posiał reuiittancea...I.---i..j- 

( 115 ) Profit ou c.\change and other financial rcvcnue. . 

( 110 ) Miaccllantou*.!-r 1 „?- 

Total other thaii tmnrportation. .- H A- - 9 . 22i 

Total operating reventics. ?56 7.8 6 2 Q 7 


1 7ii0 kfiO 


separately operated properties 


Railway Express Kotor Transporty . 

Incorporated 219 East U2nd St., New Yo r k f H.I 


Railway Express Afency, Incorpo- . 

rated, of Califomia .219 . East l»2nd StNew. for2»..N»X 


6 ..O 72 .. 
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Annual Report - 1961 


COMPAUATIYE GENERAL BALANCE SHEET—ASSET SIDE 


P«Uure nt befł&alag 

lun 

uf i«-r 

(a) 

(b) 


Palant* it duM of yet 
( e) 


x i i | x x ; x x 
X X X j Z X 1 I 

.102 390 257 
KOKĘ 

. 13 921 

XXX XXXI 

.48 : 5oq. 

NOffa 
200 COO 
..N0K5. 


X X X | X X X X I 

.Ljkwe. 

.L 1 0.QQ. 

.Lnone. 

it i 

_102~6t3 671 

Z Z I 1 Z 1 Z Z I 

.24 345 921 ! 

2 123 i 

3 000 263 i 

. 24 520 i 

'....14 979 737 i 

4 214 177 I 

1 2 1 295 174 | 

! .!... 3 850.1 

. 1 . 9 ? 0 

_ 1103 -/-? 

_ ?o o:g k 2 ± 

XXXII XI 
X X X i X z ; X I 


Iktk*tmevt 

<bi> T t\l booi t&ets 

^ b*. cloa* ,j fy*V 

Real propeTt? and equipnienl (p. 27). Sił3. 

Sinking funda (p. 45).....KONE_ 

Miacelluiitoufl pbysical pro|»orty (p. 251... 

loytstmcnta in alTJiatcd companie#— 

(/ł) Stocka (pp. 30 and 41).. 

(/?) Bonda (pp. 38 and 42)......._ 

(O Notes._._.__.. 

(D) Advances_____ 

Other investments— 

(/l) Stocka (pp. 37 and 41)____ 

(B) Bond3 (pp. 33 and 42._,•.... 

(O Notes... 

(D) Advancca...... 

Total investment......._ 


'XXI XX XX X I X 1 I IX 

(bi) p.eipcndcnti owo I 

JS2UW iUClu 1«d 10 (&t) ‘ * * * * J. * * 1 * X X IX 


NONĘ ' 111 007'843; 8627:530 

NONĘ N05E i i i - 

..1..33.|6i5.!.1.10 306i 

I I 

XXI XX IX, XXI II IZ 

...248.! 5oo 1 . 1.200 iyyj 

.. NONĘ. .1 I - 


. 1831500 16 500 : 

. .. NONĘ ”"Z - 

XXX XX XX XXX XX xx 

NONĘ 

..i' odo.1 

'NONĘ. 


CcRBEtłT A 63 ET 8 

Cash.—.(See Notę 1) 


111 474 , 456 !.8i 800 1780 


XIX XI |xx xxxixx xx 

_2.3 1201979 J.1. 224 94 


( 507 ) Spcci&i deposits.....__. U * 1.97 i ... I 2 j OJh 

( 508 ) Loans and notes receivabie..... zzzzzizi^m 1 mzii i sit 1013 

( 509 ) Traffic bała n ces reccivable ..... . %{' J | fil I _ j 2 J 8 | 2 £l| 

( 510 ) Net Lalances receivabie from agenta and zuessengers... .Z.. 1.6 35 .?. 31 ? 373 .J 552 

( 511 ) MiscelLaneous accounU rcceivable.....jji ?Q 3 j 033 .. 1 j 660 i 912 . 

( 512 ) Materiał and suppliea.._........ 7 .?. 7 . . 7 . 6 . 7 .. .li 5 ^ 7 * jl ?07 

( 513 ) Intercst, di\idends, and renta receivable....... 3 .,_I 1256 , 

( 514 ) Workir.g fund aćvancea_________. 1 . 1 . 915 . I j 25 

( 515 ) Othei current assets____ 912 1 99 8 i . 290 [ 667 -' 

Total current aeseta....... 62 266 I Oli 2 ! 12 1 196 ! 6 l 7 

Depeiuied Assets ... , , i . , ' , , . S , . i . . 


I 75 307 
NONĘ 

.I." 

ZZ Z!b 

_25 987 

1101 294 

XXX X X , T X 

_ 14 . 9.365 

674123? 
NONĘ ! 
u 

I 3 075.335 

XXX XX I « I 

X » X I I t \ 


sislss ss sss XI XX 

(bt) Totd >»x>k bs.v>u (bi) Respond«ct‘sowTi 

»t clc-e of ye&r uiutt inclu^wl ia <&i) 1 xxx ix xx|xxx xx|xz 

(516) Insuranceandotherrcser.efunda (p. 45)_ ..... 1.0.0.. 23*4___. j | 80 ! 2JpU U 9ł*7. 

(517) Provident funds (p. 45)..N0!JE ..._ n _ !.j NONĘ I - 

( 518 ) Fidelity and indezunity funda (p. 45 )__.__ n _ I 1 ^ j - 

(519) Advance paymenta on ccntracta____! ..J ł ' - 

(520) Othcr deferred assets....... t_; 16 h28 9 55$; 

Total deferred assets....... j _ J9 6 682 ^ ^ 012/ 

L*NADrUSTŁD DeBITS | ł i i X x i t X I X X i xi ix 


(522) Taxes paid in advance....... 

(523) Discount on camtal stock.... 

(524) DUcount on f jnd.-d debt. 

(525) Other unadiu<ted debits j Par vslueof be: 

* . . cifie ofye 

•520) Szcuritiesisausdora-sumed—UiiplrUgcił .pp. lOindCJ' .NONĘ 


_ 3 W9 £39 ! 

..150 IGI Jj6~ 


- Total unadjusted debits.. 

4]_Gkzsd Total.. 

f? - Denotes Decrease 


XXX 

z Z 
136 
525 

ś z ! 
631 
125 

1 

N0.1 

E ! 

I 

It 


1 

3'25 

195 

1 z, Z 

I ,,, 

z z 

X X 

X X 1 

989 951 1 


33. '23 4■ 


2 909 988t 
18 082. 79.7.. 


NOIł 1: At. Decenber 31, 1961, there were outstanding 39,202,967 of checks, 

.vouchers and drafts issued prior to Decenfcer 31, 19ol. This total 

.is. included in Current Liabilities and Cash vith Treasurer. 














































































































i 


293 


Annual Raport - 1961 


COMPAItATI VE IłAEANCE SU KET—LIA01LITY SIDE 

; Lim 

Duuoi M be*iDOinf 





Net rfu-i.* * •-....•j-e 0 car l 

No 


ol J«ur 



DaJacca »t of yem 

llncrc.-. 

*• 4. Ue- i 



(a) 


(b) 


<e) 

• f»i» 1 rtsa) 
u 

1 

1 1 

i 

III 

1 

I 1 1 I I 


Stoch 

i 

XII 

« i | X I 

t 

■ ■ ! 1 1 : 

> 

III 

I i. | I I 


| (b^J TorU b*<l Iriul.t? | <b t ) Pori.on Ccii b?or f- r 




. . 1 . « 1 

3 


...??. 5/’.0 

<52S) Caoital stock (d. 19) .. . 96 300 . * - 


96 300 


*2CC-* 

* 


m:::l 

• 529) 

Premium on cnpitai >tutk .1. W 'Nr. _ 

. 

NONĘ 


I . 

3 


96 SCO 


Tuta) stock liabiliticH ..9.3_ 


96 300 

2CC-- 

6 

S 1 I 

i t I i i 


Lonc-tchm Pfbt 




. ... .. 

7 

III 

1 I 1 I X 


1 (Lit Tuiai fcjęl l.ubiUt? | (b?) P-rtmn *i»l-J L? or for 


. . i . . 


, 1 ■ 1 ' 

1 

.27 

667 053 

(530) 

Fnnded debt uumatured (p. 23) . .Q53_... r .N0*«C. 

27 1 337 '053 

■ * * 

* ; 

• 

. U 

ID 

2L0 398. 

<S3^J 

Ł—•—»« O— ««»«»—^ | & 10 7^- U73 I 

. 101732 478 

. ’uS i. 'MDi-r 

11 

68:996 912 


._ 47 6?3 515 " 

7 1 c (J yZU 

U7IW 5TT 

1 

— ^ u i f •• 

303 '397.7- 

13 

III 

I I I I I 


ClTRRENT LlABIUTIES 

III 

> i 1 < i 

t t 1 

x 1 j s 1 

13 


“ 

(531) 

Loam and notea pavab!c . __. 


- 


' ■ 1 

U 


103 ! 248 

(532) 



92 035 


15'213J 

13 

12 

728 '090 

(533) 

Auditcd account* and wa^ca unpaid .(.^. e .r. . .*.'.9 t ®„i j. .. r... 5.4. . 

. 1? 

2651263 

2 532'173 

10 

.5 

.255.4P5.. 

(534) 


. 5 

1941625 


6oi?ec- 

17 


101909 

(535) 



12 642 


i 733 

13 


N0NE 

(536) 

Nlatured fundctl debt unpaid... 


tióifc 


"T 

10 • 


.6.038. 

(537) 



61038 

.i.| -1 

30 

i 

MOi.211. 

(533) 


.i 

372 626 

: 67 IfJifi 

31 

12 

143.232 

(539) 

Ex presa pnvi!etre iiabilitiee. 

. 17 

060:744 

U 912 '462 

73 

. 3. 

030 '825 

(540) 


..5 

736■772 

2 7C7 947 

a 


432.834. 

(541) 



441 313 


3 484 

u 

Ul 

868 136 = 

(542) 


9 

503 259 


63.4 994 • 

a 

ii 3 

0^,21^. 


Total current liatoilities.. 


687 322 

ii; 653 109 

a . 

XII 

X 1 1 X « 


DEFERRED I IAR1UT1E8 

iii 

X X ! I I 


• 

rr 


N0NE 

(543) 



NONĘ 


! I 1 

3 



(544) 



'I 


l - 1 

70 


5 ‘025 

(545) 

Other deferred liabilities..... _.__. 


'51 842 


46 017 

30 


6 025 


Total deferred liabilitica... 


_£L 842_ 


46 817 . 

31 

III 

X I X X 


Unadjubted Cbeoits 

XIX 

■ 1 1 1 1 

XIX 

1 i 

33 


N0NE 

(546) 

Premium on funded debt . 


NÓNE 


1 1 

U 

2!Leo 203 

(547) 


2 

4341300 

. 

!>e ocOt- 

M 

61 

978 425 

(54S) 


.57 

03 8 4 45 

5 060 ‘020 r 

33 


._~.|320. 

(550) 



.10 1515 


! 805;4 

?6 


23 i023 

(531) 

Other unadjustaii rredita . 


8! 2=8 

1 14 76e j 

37 

6L 

492 971 


Total unadjuited credita . 

69 

m. 5.19. 

XXXI 

1 

4 

95.8. 542... 

X X j X f 

33 

III 

X X 1 X X 


CoRPORATE StRPLCB 

I X I 

* 1 1 

30 


NJNE 

(552) 



NONĘ 


1 - 1 

«0 


H 

(553) 



M 

'"'i . 

41 

1 ” 


Totał appropnatcd eurplua ... 


II 

1 1 . 1 

O 

nTn?" 

(554) 


2 

8 Ó6 636’ 

2 

687 921J 

1 

U » 


113 715 



21606 636 

0 

c 

5?7 921 -^ 

u 

.15? 744 386. 


Ci RAND TOTAI. 

174 

827 133 

18 

P32.797. 


NOTĘ.- 

-ProrUion tms ooi beeti ra»d« for Federmi loootoe tam whlcb rai? ba parabla lo futurę jean u a result ot <Jedu*rioos durlof tba period Dceerabcr 31. IWO tocloK- tb 

* T‘V r,t tliij j 

|| report for Łrreicrau-d tmorMAiioo In eiecsaof rceordcd depreclitloa. Tboaoouotl by wbicb Fedenl Inrome taxrj h*»* beeartducrd tlurlnt the Indicitcd nerłoJ tfcrrrtted t 



U 

r 

- Dsnotes Decrease 




I 


— 



.. 



— 


=„"?’J?-E0en.6..ybli i iatiQns,.o*..v2Q,.05?,.a8.1...4n.c.lude. Lnstall?mt.5..eX...fi3 
due to be caid durtr.r: the oaiendar vear 1962. 

.. 












1 

rOTE 2: Operatm- and Insurance Reser;e melcde 32.281.201 whirh (t. 1 <» oyt*.~+bA 

w-; TI 


* 


be paid durin<- the calendar VGar 1962. 






• 

i 

- Rfistątęd to 1961 .Classificajtloa. . 




. . 


. : 

i 

/i. 

— 

-- 

- 

-- * - .— ---- 

— 

__ 


im 
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Annual Report - 1962 


INCOME ACCOUNT 


i I. Operatino Imcomb 

a (301) Charge* for tranaportation (p 33). .. 

a (314) Kxpress privilegc»—L>r. (p 33).......—. 

4 Reeemie from transportatinu.. 

s (302) Uc\cnuc from opcrationa othcr than tranaportation (p. 33) .. 

a Total opcrating rt*vcnucs (p. 33)... 

7 (315) Opcrating cspensea (p. 40).-. 

s Net opcrating rcecnue*..~.. 

» 1 (310) Uncollc* tiblc rcvcnue from tranaportation. 

io (317) Exprc*« taxcs (p. 53) . 

U Operating ineome*.. 

12 . II. Other Incoiie 

13 : (303) Kent from rcal propcrty and cquipment uaed joiutly. 

u (304) Miscellaneous rent ir.eonie. - . 

13 (305) Net ineome from miscellaneous ph\airal propcrty «p 25). 

i« (306) Separately operated propertie*—Profit (p. 33). 

17 ! (307) Dividend iucorae (p. 43).-. . 

(30S) Ineome from funded eecurities (p. 43)... 

io (300) Ineome from unfunded securitiea ant* accounta.. . 

30 (310) Ineome from ainking and othcr rcscrve funaa. 

2 i (311) ileleaae uf premiume on funded debt... 

23 (312) Cor.tributions from other cornpaniei . 

23 | (313) Miscellaneous ineome (p. 51). .. .-. 

24 I Total other ineome. ... 

u Grosa ineome*.. . 

28 III. Dedcctions From Gross Income 

27 ! (318) Rent f«r rcal propcrty and eąuipnient uaed jointly.. 

m ' (310) Miscell&neous rent-.. 

.V ' (320) Miscellaneous taxe*.. - - 

30 (321) Net on miscelianeoua physical propcrty (p. 25). 

31 (322) Separately operated properties—I-oaa (p. 33)._. 

32 (323) Intercst on funded debt (p. 23). 

33 (324) Interest on unfunded debt. 

i« (325) Ainortization of diseount on funded debt. . 

33 (320) Ineome transferred to other corapanics.. 

38 (327) Miscellancous ineome debits. 

37 Total dcductions froin grosa ineome. 

ig Net ineome*. 

3 ® IV. Disrosmo* or Net Income 

4 *) (32S) Ineome Applied to sitiking and other reservc funda. 

4 1 (320) I)ivi<tcnd appropriations of ineome (p. 31).. 

42 (330) lncouie appropriations for inecstmcnt in physical propcrty 

42 (331) Stock diseount extinguishcd throngh ineome . 

44 (332) MijicrUiineoua appropriations of incoine . 

43 Total appropriations. 

4 * Ineome balancc transferred to Profit And Losa*. 


Itl Id. 

• • 1 

I . « 1 

j. 

II Iljlllllll 

!II IX XI XX 1(11 

. 266' 305 707 I | 

! k : I6^53i_ . . . | . , , . . 

...270, 971 292 
|_2h3 071_8UO_ 

. n W.I3T, 


J.. 115. i, . , i , . . , 

22 

969 538 . .1 . L . 

(IX 

XIX 

, . j . . 1.4 575 Vu9 , 

1 1 1 1 I 1 1 s 1 1 1 1 

.1 i X « I ; X X X « 

■ 

.I X X X 1 X X I X 1 


.,3..|5Q8 j X X X 1 X X IX 

.5 e?u 1, , , 1 , . , , X ! 

_ncine _i 

. 

. 

.7.130x51.. , . . 1 . . ! . . 1 
.e.QQ.!U33 XXXIX XX 

. ..2jlfi6 .j*ii!xxtxi| 

. . .NOME_i 1 x x 1 x j 1 1 

_k 

1 X X * 

686 '612 1 1 1 j 1 1 1 1 1 

iOLkSL.., , , . . i , , 

,, i,, ;. 15.3ji.50. j 

XXX 

XX l Xl jlXX!XX'XI 

_NCtJE...! X X * j X X X X 

. .$5.. ( t X X X 1 X X ! 

. 925 ..! X 


.„I 111 11 11 i 

2 

. 

718 ku3 , 1 ,, , 1 1 1 , | 
1.922... . , . | , , ! . . ; 

.NOSIE. I 

2 

■■■55‘biii 

wi?r■ 


, , ,, 5;291.022..; 

XXX 

X X ' X x X X X | x I ! X X i 

..ęłONE.... , 1 1 . 1 ! , , 


.ii. !,,, i. 1: . 1 


'i i,,, i,, 1 ., 

. 

. 


1 

•i _ J , .. .. i..' 

I 

-1 1. i 

XXX 

I , , | , 1... 6; 291.:022J 


• 11 'lctlcit, indmlf in {•arrnthr.i*. 

NOT/! — Doductloa* turnus* of MtrleratctLAraorliMtlon of rmercency facłlmri in ciccss ot rrcordcd deprrtint.on nsultrd to redactlcn of Folrrał Incoruo tnics for tn« ytu tLi* rr port In 
the truount of l 

Anount by which charres to account3.17, £xpress TaxeSj for payment of Fedaral incor.c 
taxes during the ęurrent year were decroised and the recorted net ineome correspcndingiy in.creaced. 
boeąusę of the investr.ent txc credit a.uthoriznd .ir ...tho. Rever.us Act of. 1962 co.mpare.d with the amoyir.t 
that would othenfioe have be >n..Fayable wi.thout s.ucn inve5tr.ent .tax creditj i'kQ2,258. ... . 

•;et reduction or Lucrease in char des. to accouat.J17» wcpręss Taxes J .due.to proyisipn 
for Federal ineome ta;:es during the currant yn.ar. and corrcarpnding. increase or.decreasę in r.it 
. ineome bccauoo of accelerated lep.rec.iatięn..of'.. .faoili.ties..undęr sęction. 167..of the Intęrnal. Rayenuę 

Codę md deoroci atien deduc tior.s resjlting. fr :m. the...use of guidęline. l.iyę.s ..pursuant to..Re.yenęe. 

...Procedurę..62-21 in. v j xces3..,of..rcccrde.cL..dsprecia.f iou,.S2.7.69,523.. . 
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Annual Repoit - 1962 


1‘ltOFIT AND LOSS ACCOUNT 

Show ..crcunder the itcins of thc Profit and I.oai Account o( tho re- the Incomc Account (p. 29) for any pnrticular cluss of etock ahould equal 
•pondcnt for th_ ; car, ela.-«iiiicd in accordanco wilh lh< Uniform Syatctn tlić lotal amount uf dm.iunds dcclarcd on »ucb ciasa duriug ttic ycur aa 
of Accounta for Ktprcaa Cotn panie*. atiown ou page 31. 

Tho aum of the dmdcnda atatcd in thia account and thoso atatcd in 


Kem 

l>hłU 

Cr«dłU 



(b> 

... . (O 

(dl 


1 

(40!) Credit balancc at bcginiung ot vcar. 


. . 

, . 

2 

eos 

636 

3 

(402) Credit balancc tranafcrrod from incomc .. 




6 

291 

022 

3 

(403) Frofit on rcal pro|*?rtv and ecpiiprneut aold . 


. . 


1 

242 

303 

« 

(404) Dclayrd income creiiitł*. 

. . . 


, , 


N0NE 

6 

(405) Unrcfundable overcharges. 





i 

?CQ 

e 

(400) Miscellaneous profit and loas credits*. 

> i . 


« . 


114 

830 

7 

(407) Debit balance at beRinning of %#*ar .. . 

. 

TONĘ 


III 

i i 

1 I 

i 

(408) Debit balance transferred frorn int *u*. 


" 





9 

(409) Surplus applied to smking and other ri*»»rve funda. 


• 1 




0 

(410) Dividchd appropriations of surplus ip. 31)... 


II 


III 

i i 

I I 

1 

(411) Surplui oct aiidc for inve*tracnt in phytiical property . 


II 


III 

t i 

I I 

3 

(412) Stock discount extinguished throuch surplus.. 


II 





i 

(413) Debt discount cxtinguishod through surplus. 


It 




I I 

i 

(414) Miscellaneous appropriations of surplus... . 

....3 

191 

791 

, . . 

i 1 



(415) Loss on land sold. 


37 

007 




8 

(410) Delaved income dobita*. 

-1 

TONĘ 



i i 


7 

(417/ Mifłcellaneous profit and loss dobita* 


93 

055 


, . 

I I 

8 

t ..Credit. balance carried to Baiancc Shect 

7 

134 678 




9 

Total. 

10 

455 741 

. 10 456 741. 



‘DataiU of pricripa] itetra shoulU bo ttun. istoto "Dobił" or "Credit," tu in»r bo oppropnota 

MISCELLAIiEOUS PROFIT AND LOSS CREDITS 


Prepayrrent of Eąuipnent Obligations . . . . . , ... . . . 
Profit frcn Purchase cf two U. S. Treasury Notes at Discount 

Deferred InvestRent Credit Reserye.. . , , , , 

Drafts Credited to Profit and Loss in current year ..... 
Miscellaneous . . 


• • • .... • • . . . • 533 205 

Notes at Discount . . 16 562 

.. 25 352 

nt year . .... . . 23.9.08 

• *. • • O O • • « • .^__J?_ 80 ^ 

Tp^^l.......§114. 630 


MISCELLANEOUS PROFIT AND LC53 DEBITS 



Fees for issuing and recording mortgages . 

. 553 775 


Fines inccsed by (J. S. Goyerrunent . . . r . 



Drafts credited xo Profit and Loss in prior years, 
paid during current year . 






Total.o? 3 Oó 




4 























































































II 


nor> 


vi r> l 





Annual Report 


orritATING r»;venlks 


Acrjuai 


TUmuks 


2 | (101) ł xpr« iw, doinrst 
J * (102,» lx prosa, fereigu. 
4 I H03) MucelLaueon* 


Tota« transporiation 


« , II. Cu.niralT Pavmk.vti 

t (104) Eipmiprivile|«»— Dr 
§ ! Rctctiuc frojn traneportatiou 

• HI. OpEK A riU.N n OriłtK 1*11 am Th anmpoktation 

»o ! (106) Gustom* hrokt-rairc fee* 

u 1 10G) Order and cumiuia-ion.. .. .. 

12 107) Kenta of buildim: and other prop**rt\ 

u (10$) Money order* ..... ... 

i« (lOtfj C. O. I). checks. ... .. . . ... 

13 iliO; Limited and unluuited cLeque«.. 

w (111) Travełer* cncątics .. 

r i 112) Tclcgraph and cuble transfer*. 

W ' (113) Lct tera of credit. 

la (114) Foreign postał remittauces. . 

jo fl 15) Profit on eichang* * n d other fiuancial rcvenuc 
2 i I (llfi) Miacellancous.. . . 


Tota! other tliau transportation 
Vota! operat ing revemica 


SKPARATELY OPERATED PROPERTIES 


Ra ilway £xpre s s Motor Tran sport 
Incorporate i 


Ra ilway Zxpress Ager.cy, Incorpo- 
ratedj of Califcrr.ia 


Nit Tot*ł 
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CO.MHARATtYL' GENERAL BALANCE SIIEET—ASSET S1DE 



....lll.0Q7.Lui. 

..85115... 

..3.31615. 

lii i i i i 

2U6!500 

kone 
. 163 !5oó 

.JS5M8._ 

t X X I 1 ! I I 

.JR0N5... 

.-l|.QQQ. 

.IKSIE... 

_i_ '±[ _ 

ksa. 

i i i I i i : i i | 

2J 120 979! 

.•.U 197 

.1U.9.7.7 291.: 

262 SIU 

.16 .352 319. 

5 9CJ 038 
727 767 
3 SftUJ 

.•.... l 015 

912 998 : 
L ‘ 62 266 0U2 

| Z I I I I I I I 


t 


III 

111 

.119 

:: 

781 


NC?*E. 


INTŁflTklCNT I I I I I i i | 

(b|) Tcld tor»i i>vu (b|i Rr^por-^oi * own 

- eł f rv r iMurs iBcl*i4#d ia * * * J 1 * I * * I 

Real propcrty and equipment (p. 27). S^l?. .*. 4 P;Vr...li?...7.81 65$ 

Sinking fund* (p. 45)...KCKE__ŃÓNE_.. NOtiEi _| 

MUcellaneou* phyiical propcrty (p 25)..... . ...33 6l5 I 

Inve*tmcnts In atfiliated compar.ica— i i i i z x i ! 

(A) Stnck* (pp. 36 and 41)... .... ..5148 500 

(/?) Bonds (pp. 38 and 42K.......... .MONĘ | I 

(O Notę*..IIZZZl 1~~J 257 0Q0; 

(D) Advancc*....... . .NONĘ i . : 

Other inve*tments— z i i ! z i ! i i 

(A) Stocki (pp. 37 and 41)...............KONĘi . 

(£) Bonds (pp. 30 and 42) ......I.1 000.| 

(O Not»«.... "Snone j 

(D) Advance*....... ! 11 1 • 

To tal inycstment. .1^ 0 621 751- 

CcRRENT ASSETS j i i ! . I | , . 

c«h.(See .Sote...l). 2U; 755 U70 

Sperial deposits. j 2 972 

Loans and notes reccivable.__.2il 333 910 

Traflftc balances receivable...( 217 320 

Net balanees rrceiv«ble from agenta and messengera. .16' 499. 5Q3.. 

Miscellaneous accounts receirablc.. Ilj .9.8.7. .662 ! 

Materiał and supplics._......... . 721! 6 Ul" I 

lnterest, dieider.da, and renta rcceivable.......3 | HU 

Working fund advancea ........ 11 295 

Other currcnt assets.........2 6?C 315 I 

Total currcnt aasets_____— 7U . _ 173i 2 02 

Dr.Fr.UREO Assets , , . I , , i . . i 



. .80 25U; 
NONĘ I 

i* i 
jj ' U28 
__i__25j 682_; 

j i « j » « 

! 136 631 

. ..52.5n.25. 

. NONĘ 

?» 

imias. 


^bi) Total book iwii (bi< RMiwndent^own 

•tclm*ofyev issuM includffi m * 1 * 1 * * t i 

I) Inauranceandotherrcaervefunda(p. 45)_ —680..257.....__NONĘ..80 257 

’) Provident funda (p. 45)__....NONĘ...7... . ! NONĘ 

I) bidelity and indemnity funda (p. 4J)_.*...... 1 " | 

I) Adeance payments on contracts..... .. i " 

I) Other deferred assets____.. _1 66 ; 7 U7 

Total deferred assets_____i Tj|7 0QU 

Ukadjcsted Debits iii i i ! i i i 

) Renta and inaurance premiums paid in advanec_ .. 961 837 

) Tasea paid in adsanee..... Ó2k 123 

) Diacount on Capital atock... N0NE. 

) Discount on funded debt__ " i 

i) Other unadjusted debits... iUriiocof holding m | 50715.91 

i) Sccurities isaucd orossumed—Unpledgcd (pp. 19 and 23). 3 700 . a aa a a ! a a 

f) Securit ies isaucd or aasumed—Pledged (pp. 19 and 231 .NONĘ.. i < 1 1 i s : i 1 

Tolal unadjusted debits....... 122 8 ŚOl 

Gra.sd Total.. 196 170 


1 1 1 1 I I ! I I > 
1 1 i 1 1 ' t 1 1 

_ ' ~989 ~ 961 ~ 

17.U. 8.2.7 .133 


- Denotes Decrease 


3co;ooo 


.50 319.. 
. 50 3.22 


39 76V 


ŃOTE 1: At Decertber 3l, 1952, there were outstandine $9,816,915 

.of chęcks, vouchers and drafts issued prior to January 1, 

.1963. This total is included in..Currcnt Liabllities and 

.Cash with Treasurer.. 
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T< tai atock liiUlitica 


Bainno* at f l**» c*f »c*r 

_« <r<_ 


Na*. rbanr* dur.D» - y**v 
(lna« tti t ,<-4. c» 
era u# ia rra# 
_ td> 


;. M..-Śqe. Fage 52. 


?6 300 , 

~|6 Joc" 



Stocr 

1 (bi) TotaJ t -> k !• vt .My 

1 at eł* •• •» y*ar 

100 xo 

| 1 b,i P-rtion tiy rr for 

ler.t at d,.ł* cl >e^r , 

;. 3 . . 7 . 00 .. 

^ 1 

s s a 

ais 

‘ 

96 300 J„ ' - 

1 *» 20 ' Premium on rapital stuck. 

1 . n?:s„. 


... .hp;il_.U- 


1 1 1 1 1 I M 

4? t?3 515 

! 92 035 

15 26? 253 

5,19u 5?5 

1 12 Ćli2 

. 

1 

6 039 
372 525 

.17 

.5. 

|_ 

9 

P50 7U 
733 772 
lwi 318 
503 25 ? 

k 

657 322. 

! . . , 

• vU* 

.1 ^ < 


.8 

i 

51 5u2 


Long-ti.au Dert iii ii ii iiiiii ii 

i ;«r r i jstfESi.^rjy3 > • > ■» ■ • . * • «•:« 

,130, Fundi-J dc, 1 unmRfircd ,p. 23,_.!...* 51 .?A3..S32 ..N.PiiS.- „JS? £*1 ....10 9kS. Q2U 

CrRKI.NT LlAlIlITlEA I I I i , i i I i i ' i i i i i i ii 

,531' Loani And nok* pAvaOle... .-.-. “ . y ” 

'532, TraiRc Ulaare* pRMl.le.... --1? ^32 - ,7?]?03.. 

■ 533 Aurtitcd •'•ci.uDU and wacci unpaid......13 821 272 1 37<> . ?. 1? 

,534 Mumlanruui accounu pavaLl«..—....5 3. .. 5 — 7? p-*i 

1535 Mat,md n.terv«T.7ii\idenili. ar.d renu unpaid._.... -■-■JfZr' .■ 851- 

'3G Matured fnnded debt unpaid. . —.—■— .— . 1 ^ 1^35 *'.*—F"'*2 


1 • 1 1 * \.^h‘ 

:: 2 uiu 3,-c 1 

67 039 k ' 45 . 

1 10515 

. i "' 8 2 C 5 

59 _u=l ;'. 

I 1 I i I 1 II, 

1 .HOME 
! " 

: ” " 

2 505 6:3 

_2 £06 533 

17U 527 133 


534 Mureilawoui RccobBtł pAratW. im ,03 ' p, n 

,535 Matumi inten*,. divid«&d». and renu unpaid---•4’.- JjWr. .yy P5>1.. 

■ 537' Misctrllaneouł adranrc: pa> abl*..... -Ą «dg-j. -jw r-Z 

• u3v Ir.pauJ moncy order*. check», and draita..... .. • 

.539 Ltprea* pri\ ilege liabilitie*.......15 'rnij --'9 

,540, Eitimated ta* liabdity..... k 1.77 1 5=1 

fG42 Otber currei.t iiatilities. T - ... .-.... ii*-* ... ^ *f^3 

TolaU«nent 1 ,al ) ,h.i«....^S..^^. l / „?a 5 e..^7 . & UL §2L . 3. 71.0 51?.f 

Deferred Liabilit:e§ stiiss s t t i « t | s t 

(*>43* Liabilitv on account of provident fnnd§. .. ....^^5. ..ł—•*- 

, 'ii * 

i544 L:abilitv on Account of tiJelitv and mdemnity funds. ..... . > y .* 

■ 545. Otber dtfermi liabUlfe.. ! -|i2|L % 875# 

Tolal d(firred liabil 1 <.-... 1 36 9Ś7 .Ie4. ^.7.5? 

U.NADJrfiTED CREDITa *»*,»« t I • X I S li ii 

M0 %r T - 

(TAC Premium on funded debt... ' . 

347 Opmtin*madinnmoetimwt. C^ee ..ote 2 y . 2 Ji6 655 . *55 

.'•4^ Aecrued dcpreciRtion—Buildinęs ar,d equipniei4t (p. 27A'.TP. C. 9 3 ^4^ 

• *ó0» Accrucd dfpreciatiou—MisceUau«mu» phv»ical property. .321 Ć - 

Q^2 ■> i(Vi 

*>.71 Other ur.a i;u!»ttfd credits—.......— <*.— * f 

Total unadjusted crcditi.... .:z::u-73 522 — • m.m 

CoRrORATE SlRrLC* |lll II II III.II II 

I IIHIJ7 i — 

(ó"*2) AJditior.s to property throupb income ai.d iurrtlus .. . .. . . ^ *' Z* 

<.".>3^ Rescrve* from income and aurplus. .. . i-5. S - 5 .. 5 0^0 

T< tul appropriatod ftirrlus-—... ...! - 5 5^5 430 7 S^D '-'y w 

■*»4i Profit and U*^h balance (|». 30).^. ..... .. . .Z. S a S ^ U 3^3 ^42 » 

T*'tal rorporatc surplua... . 1 _iSLi22_2i2_ 9 £93 322 | 

cihand t.<tal . 196 170 533 21 U55 ! 


■> - Eąuipnent Oblirations ajrregatir.g 22i;,5oi,u35 of which L^stall^nbs cf ;?,352,959 

will be paid i-oring the caler.dar year 1?63» are included i r. Account rur.ded Debt unratured. 


HÓTE 2: Cperating and Insurance Reserves include $2,5914,267 which it is ercpectŁd will 
be paid during the caier.iar year 1963. 

j f'*» inciudeł '2,3 = 9,5LO transferred fmn Estinated Tax Liaoility acccur.t fbr tai 

.benefits for fiscal year er.dei Jur.e 30, 1962, fror, use of Guideline Bpprp catńr.n 

... for period July 1, 1961, ..to Dece-.ber 31,..1961. .. 
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Ann,Ml F.oDort - 1962 


tOMPAIUTIYC CALANC E SIIEET- LIAUIUTY SIDE 


IiaUx.i* *1 t«s.oa<rt 

of )•* 


lum 

"Ri 


\-,,Ti; - |*rt,. łł r.n * d n : U-r. P:iii* for Fedrnl nrom^ »h,cn may Iw pa\ał»l- m futurę jem » re<u)t of tjc^uetiorn duricc tbc period ner*^t»rr 31. l.**3 ioclo»* cf the te \* o.'!*u: 
tv\*>n for i,tvl, r.i», I tr n : .• „n iiM-u^-of rccordH prmjiion. TU* ainount* by wlu.fi F«diml loco nie t »v* hste hr<r. r< luo •! duncc ibt* ludirati-d |*ri, 1 ar^r. . xd . 

ii - Denoces Decrease 
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Annual R • rort - 1963 


INCOME ACCOUNT 


.. * » « 


- « » » 


- « « . 


I. 0»*»4TTNO Iwcoua * « • 

(301) Charge* for tranaportation (p. 39)-_____- 

(314) Etpreru pmilcgce— Dr. (PP II, 13 and 13)— -- . 

Reveoue from tranrportation.....i i « 

(303) Rcvc.nuc from operatione other l'-nn tran*;<irtation tp. 30)-« * i 

To'al operat,ng reyenueefp. 29)_——- —- - ■■■ - * 1 * 

(316) Operatipg eipenaea (p. 40)- — * * 1 

'Net oprrating revcnue*-* * * 

(316) Uneolketiblo r»»cnue (roni tranaportation-* * * 

(317) Erprca luti (p. 43)___ _ _ _—- * * « 

Operating income •..——- * * * 

II. Orn*» Iwcom* * * * 

(3Q) Rent from real property and equipment ueed jointly-* » i 

(301) Mierelir-rcoue rent inromc.----* * * 

(305) Net Income Irom mmcotlanonua pbyaical property kP. 33)— . ...... * * * 

(305) bcparalely operated propertiea— Profit (p. 29) - --* * * 

(307) Dividend Ineomo (p. 35)- - —— . ■■ ■— * * * 

(308) Income (rom fumied aceuritiee (p. 35)-* * * 

(309) IncoŁie from unfundcd eecuritice and accounta. - . . —— -——. » t » 

(310) Incoine from ainking and otlicr reaerve fundę.— .. ——— * * * 

(311) Reicane o( premiume on funded dcbt..__-—— .... ■■ • 111 

(312) Contributioiw from otlier oumpeniee—-• . —______- —- « « « 

(313) Mieecllaucoua income (p. 41)__-—— -* 1 * 

Totol other Income_—-* * * 

Groee Income*_-.... . ■■■ — * * * 

III. Didcctionc Fr.ou Geoea iHCOun « « i 

(318) Rent for rcal property nnd ecpnpinenl uscd jointly-- i i 

(310) Minccliancoue rent,-* * * 

(320) MieccUaneoue Ute*-* * * 

(321) Net Iom on mwcellancoue pbyaical property (p. 23) —______ « * * 

<322) Sepnrn'aly operated propertieo—L gm (p. 29).-* * * 

(323) IuŁetc, t on funded debt (p. 21).. ..... — » « » 

(324) Internet on un/unucd debt-—-* * * 

(325) Amortiintion of dieeouut on fuuded debt-* * * 

(326) Income trnnaferred to otiier companice.--[ * * * 

(327) MiaeeUa.eoua income debit*-- * * * 

To tai dcductions from groee income— . ...—— * * 1 

Net income *.—.. . — - — - * * * 

IV. DieroeiTioM or Nit Iscoun i i « 

(329) Income applied to sinking and other rceerve funda.-- i i « 

(329) Dieidcnd appropriatione ot income (p. 28)---—..« » » 

(330) Income appropriatione for inveetmcnt in pbyeical property-i i i 

(351) Stoek dircount citinguiehcd through income—-- i t t 

(332) Mieceliaucoue epproprietione ot income-* * * 

To tai appropriatione -- - --—_______ * * * 

lnco inc balanec trnnefernrd to Pro6t and Looe*.... ■ i i 

■ II deflał, Indlrele In pwcnitiata 

NOTE.-ncducliona hecnuse of accelcrnled amortiralion ot cmcrgcncy (acililiea in eicoas of recorded deprccialion nea^trd in 

roduction of F-deral income taxes for the yenr of thia report in the omount of.- 

If net cffoct is an inerenae of Kodoml income Unra, indiente by uee of parenthooio. 

Nal reduction or inerenae in chargea to nerount 317. Eepre-m Tance, due to pro»iaion for Federal income loxca dur.nc the 
curie,U yenr nnd correspondmg incrca.no or decrenno in net Income boenuso of ncceleratcd deprccialion of fneilitiea under .n clioa 
167 of '.ho lnlernnl Rcvenue C«*le nnd dcprccintion deduclions r-nulting from the uae of guidelinc livca puraunnt to llcec-me 

Proceduro 63-31 In eiccna of reconlod .. 

If not offoct is nn inerense of Federal income laxoa, indiente by uee of pnrontheaia. 

Amount by which chnrgea to acco. nl 317, F.xpreaa Taro.n, for pnyment of Federal ineomo ium during the current yenr «ere 
decrooaed ar.d tho reported not income correnpondinply inercaucd bccauao of the ineonlmenl tax credit nulh ot,zed m th^Rcecnue 
Act of 1962 compnred w ith the omount that would olherwiae hn»o boen jaynblo w ithout auch inycatmenl ta* credit . . S- i - 
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Annual R c ' r= '* - 1953 


raofiT a.ND i 

jj 6bo** hercunder the items of the Profit and Losa Account of tho re- 

jl •pendent for the year, cla.v>ificd in accorriancc with tho Unifortr System 
• of Account* for fcipresfl Companica. 

The buto of the dmdcnds Ptated in thia account and tbone ctatod in 

-OS8 ACCOUNT 

the Incorae Account (p. 27) for any particular claaa of stock ałiould eq 
the totai umount of dividends dcciarcd on Buch clar* during tho year 
ehown oo pnge 28. 

'-1-R-^---— - 


(402) Credit balance transfer red frorn incomc.___ i c i * t i s 

(403) Profit on real property and equipmeot sold... i i i | i i x i 

(404) Dclayrd i erom o crcflitn*..._.—. i i i | i i x i 

(405) Unref mdabie ovcrchargea.... i x i | « s x i 

(4uG) Minccllaneoiu profit and los* crcdita*___[ x x i t x x x 

(407) Debit baianco at bcginning of year.....j__ 

(408) Debit ba Lance tranaferred from income___[____ 

(400) Surplus r.pplied to sinking and other rc**'rve funda..j.. .. 

i ” l 

(410) Dividend*approprmtion§ cf ciurplufl (p. 2H>___[.... ... 

(411) Surplua set aaidfl for inv«tn:cnt in phyaiml property_|...^ 

(412) Stock ćiacount cztiwruished through surplua...... .[[ __i 

(413) Debt diacount eztinguuihed through surplua.....!!..| 

(414) MiaceiJaneoua appropriations of surplus....2 2. 2^2.' 

(415) Lew on land sold......... 3.23. .£i0Q.' 

(416) Delayed inoome de bita*....... '.CJ.fc._I 

(417) Mieoellaneoua profit and loea debit**......3 v?.Q. 3.&2. 1 

t _baiacce carned to Baianco Shcet.. 7 60 m2£6 ? 


t __Cred_lt 


.. 3.23.100. 

.... ICJ/g 
~.3 e.2o j.&a.i 


*D«UU« ot prlsotpaJ Urrj (hooi-i b* prto. 

nssnei la;;ec' ;( ; fhpeit and loss credits 


12J5.5Q.i7.QO..! 


t8t*U ot “Crelil," aj toMf b« appropriaU. 


Total 


33 820 ,yo2 


DIYIDENDS DECLARED DGRING THE YEAR 
Give particulara of cach dmdend dcclared during tL j year and chargcd I for the purpore of procur 


to Ineonu* or to Prmit and Loas. For nonpar stock, show the numwr of 
•hare» in cotumn (d) and the rato per sharc in coiumn (6) or (c). 1/ any 

■ och diridend was payablc in anything other than caeh, czplain tho matter 
fuiiy fo a footnoto. If an obligation of auy ch&ractcr has beon incurred 


for tho purpore of procuring funda for tho payment of tny dividend or for 
the purpose of repicriishing the treasury of the respondent after payment 
of any dmdend, givo fuU particulars in a footnoto; if nono hns t>«on 
incurred for soch purpose, stato that fact. 


Nursef aaeurltr oo wbici dirMtad ni dsdand 




























































































Profit 

(c) 
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Annu?t£ Raport - 1963 


INSTRUCTIONS FOR ANSWKRING QUEST!ONS ON TH1S PACE 


OperŁtinj rerenar*. 

Tho retume in the upper Uble on this pnę© phould rcpresent 
tho Operating Revenues of the respondent clussifiod in uccord- 
anco with tho instmctiona contained in tho Uniform System of 
Accounts for Expfoss Companiea. 

SeparateJy opereted propertiea. 

Under this hcading ehould b© entertsd nrrounta receivable or 


amounta pnyable under the torms of aęreomcnus or contracts, 
whereby tho profit or tho loaa reauitinę froin tho aoparate cpcrit* 
tion of tho proporty of other companies hav ing on independent 
corporoto exihtence is recoivublo or payable in wholo or in part 
by tho respondent. Tho ''Net total" ahould be carried to the 
Incomo Account and entered ns "Seporatoiy Operatud Propertioa- 
Profifor aa "Soparalcly Operated Properties-Loss" on page27. 


OPERATING BEYENUES 


Lloa 

No. 


Sonio c( rroporty 

(a)_ 


Railwąy Exrress_Motor_Tra_nspo_rt_, 
""""fncorpora ted_ 


Ra VYv^V jf xpre gs A~jeney. I ncor po- 
" rat ed. of Ćalitbrnia__ 


S«T Total . 1 


AJDo^nt of rrłrnue 
for Cj* y*v 


R»mMks 


I. TllŁNePOBTATIOK 

(101) Eapreaa, domestie---—-— 

(102) Łrprraa, forcign- 

(103) Miacellancous-- 

Total tranaportation- 

II. CONTBACT PaTMEHTB 

(104) Ejpreaa privilege*—O t...—--— 

Revenue frora tranaportation-— 

III. Operationb Otdeb Tban Trambtobtatiom 

(105) Curtorna brokerago fcca- 

(106) Order and cominifaioa-—.——- 

(J07) Renta o( building.i and other property- 

(108) Money order*...————----- 

(109) C. O O. checka...—.--- 

(110) Limited and unlimited cheauea-- 

(111) Traveler* chcquca- 

(112) Telcgraph and cable tranafera-- 

(113) Lcttere of credit-- 

(114) Foreign postał reraittancea....—— 

(115) Proht on cichange and other dnancial revcnue. 

(116) MiaceUaneous.—----- 

Total other than tranaportation.. 

Total operating revenuca. 


SEPARATELY OPERATED PROPERTIES 
































































_ A _ s ___ 

. \ 

_ '__>_ 

_ ° _ i _:_ 1 
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COMPARATIYE GENERAL DALANCE SIIEET—ASSET SIDE 


• Dtlioco nl banalni 

0/ JWw 
(») 

S 



z 

z 

z 

z z 

z z 

112 

z z 

z z 

..7.51. 

z z 

566 


■jo:;.-: 


z z 

z z 

Ss& 

515. 

z z 

500 



NONĘ 




..2.57. 

000 



N0NS 


z 

z 

z z 

mo:e 

z z 

— 


i 

ccc 


:niu. 




u 



120 

621* 

_1? 1 

z 

Z 

?4 

ii 

2 

1 * ! 

.429.1 
.5.7.2 i 

— 

.2.4 

m 

21? 

=10 1 
.320. 

. 

.16 

...4 

..tósiSQ a. 

.4.5.7. .552 ! 
J2H6411 
. 3i.ll;, 



BłIaho* tl ckwa of 7 mi 

(O 


1.1.1.225.1 

6 8 o __ 

: . j . i j i « | 

[ X X I I s z I 

_wau£;. 

I II 


I 

1 

1 


} 

- i 



1 


i 1 X 

| Z z 

z 

z 


3 

*ł 

...41 

3ś\.. 


łk2L22k 


ImYESTMENT 

(bi) Tot-U Mmli f (bi) Rft*noo<lent‘« owij 

airiam (^ j luuwjr.rl^ «.] |n (60 

) Heni proportr and cquipmcnt(p. 25). ,'Ł±.~.l i_v--v^_ 

) Sinking funda (P- 37)-....___I_.!£?„*jjh_ 

) Mi»cel!aucous phyRical property (p. 23)______; 

) Inveatmcnts in aiTUiatcd cornpanic*— 

(A) Sto cli a (pp. 30 and 31)_ - - -.- _____' 

(/?) Bonds (pp. 32 and 35)-,--- - -- 

(D) Advancfta—... ... ... .. _ _ _ __ 

) Othcr inveatmcnU— 

(/l) Stocks (pp. 31 and 34)______ 

(D) Bonds (pp. 33 and 35)--- - -..- - ..... . _ 

( D ) Adv&nces___________ .. . . 

Total invc8tinent________ 

CURREMT ASBICTB 

__: 

Special dcposits.........._, _ _ 

J-oun* and notes r**ecivable..«........ . ....... 

Trafijc balances recei vable....._.. . .._...._* 

Net halancc* rccuivablo frorn a«cnts and meaaengcr*_..____". 

MiacciUnroua accounts reccivabic_____________ 

Materiał and eupplica...___________'. 

Interest, dividends, and renta receivable_______ 

V.’orking fund ndvancea___ _ __________* 

Othi current asaeta___ _ _ _ . __ __ . _’ 

Total current ta .... . ___ 

Deeekred Assets 

ilh) ToIaI wmu (Th) R«poadir.t’i ©wu 

»l rjo>v» ot yw u'u«« induduj lo (60 

Insurance and otherrescrve funda (p. 37)__i£iQ..?JlSL__5-ĆtiSt_; 

Providcnt funda (p. 37)____ . .. l> _ 

Fidclity and indemnity funda (p. 37)___ 

Advance payments on contracts........ ,, _ 

Othcr deferred osa o ta.... . . 

Total deferred asaeta____i 

Unadjusted Deiiits 

Renta and insuranco premiums paid in advance......; 

Taxcs paid in advanee..........___ _ 

Dlscount on Capital a lock.................j 

Discount on fundcd debt............I 

i Othcr unadjunted debits__ ^ "JuSiS™*? 81 * S ' 

i Sccuritiesibsucdora^umed—Unplcdgcd (pp. 17 and 21).. .*.7 j 5...CLlu. 

i Sccurities i°sucd or assumed—Pledgcd (pp. 17 nnd 21)...._ 

Total unadjuatad debits...........___ 

Gramd Total.... 


- Denotes Decrease 




300 000 ' 


..528 

.52?.. 

116 

338 

1 

8 

CO 

851 

9hL 

25u 

195 

z Z 

Z T 

80 

Z Z 

Z X 

252 

N0NE 


II 


II 


6u 

9^9 

14 5 


Z z 

90 

z z 

849 

701 

913 


1 

788 *' 

1 

7955-1 


u 03 uoe 


_of 1 checks, youchers and drafts issuod pricr to J.-t mi?ry 1 1 

-A2§{4.r„.j!His..?!9.tąi..^„łn^ 

_.Qash..wiih..Ic9.a?.uccr«_ 
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Iiam 

0») 


H&Unra *i ci om ot jw 

_(O 


;_i2"S3i' 

13 891 972 

[_5 Jil ' 202 .; 

_loi 493 

H C HĘ. 

_IŁIł 

_1 25<5 200. 

_i5 "icj[ '&h_ 

_u 127 5Ć6 

_tólSil 

.10 !.ul 

FI 376 7- 07 


Sror k 

(b|) Totłl Nyk llablUty P^tU-to beld byor fne 

llcin^N yp« rupcnd&of al ciosa cJ jm/ 

i C4piui itocic (p. i7)_9.’C;„.ęS2__ 

I Premium on capiiil Błock...--_ 

Totil »iock iiabUitiea._ LSd?. 0:j0 _ ^ 12 

Lono-trkm Dfbt 

I (K) TetnJ Habllity ! fb») Fraon ba 1 -! by or for 

•; r,c » ol r*« I ;'*-v«.'Q<łont»i riostcł jmr 

> Fundod debt uiuuaturcd (p. 21)-. 1-1*— mj£ _ lUJ. _1 •.'■hli* 

CuBEKWT I/IABiUnrfl 

I Loana and noto* pn/able-- 

l Traffic balance* payable___... 

I Auditcd accounU and v&so« unpaid------ ----- _ 

MiaccUancous accounU payable__ - - -- - 

Matured intcrcct, <tividenda, and renta uapaid __ _ - - - -_; 

M&tured fundcd debt unpaid__ .. ____ 

Miaeeilaneoua adraccea payable___—__.... 

Unpaid moncy ordcra, chocka, and dra/ta-——_........_; 

Eapreae privil<?Ł.e liahiiitiea_—__—-...-. 

Estimated tax Liabiiity__———--—: 

Unmatured interent, dwidcnda, and renta payable___1 

Ot ber c ui rent liaoiliti oa___—---1 

Totai current liabilitiea_ ^.1 _44 J _ 

Deperred Liabiuties 

Liabiiity on account cl providcr.t funda-—___ 

Liabiiity on account of fidclity and indemnity funda--- 

Other deferrcd iiabilitiea.....-.. 

Totai dcftnrcd liacilitiea---—.—... .. 

Unajmusted CaEDrre 

Premium on fundcd debt_-__—. 

Operating and in .7 orano* reaerrea--- -.1 

Accmcd deprociation—Duildlnga and equipmant (p. 25A). . ■ _ 

Accrued deprcciaiion—Miaccllaneoua phyincal pro perty- 

Other unadjuated credita.......... 

To tal unadjuatod credit*- 

Co a poRa ra Suhplos 

Additiona to pro perty through income and aurplua_ 

Reeenrea from incomo and «irpln«_ 

Totai appropriatod fmrplua____—__ 

Profit and loaa balance (p. 23)_ . _______ 

Totai corporate aurplua_ 


107ji93_ _ i: la2 

mai . ii"iii2i 

0OO 1 2-T6~ 1 455 

307 ' 8^9 j. "“iCsCYT 


NOTE.-Estimatod accumuloted not incomo tax reduction rcnlized 6inco December 3 1, 1949 under section 163 (formerly pection i 
124-A) of tho Lnternnl Rovonue Codo becnuse of acceleraled amortizntion of emcrgcncy facilities in exccss of rccorded ! 
deprociation..... «... .$ —N0NE - 


Estimated accumulatod not reduction »n Fedoral income taxcs because of accoloralod deprociation of faciUties sińce December 
31, 1953 under provisions of section 167 of tho Internal Rovenue Codo and deprociation deductions resulting from the usc* of the 
guidoline livos sinco Decembor 31, 1961 pursuanl lo Revonuo Proceduro 62-21 in oxcess of rocordcd deprociation. . - 


Estimated accumulatod not inc< 
authorized in the Revenue Act of 
investment tax credit.. . . 


x reduction rcalized sińce Deccmbcr 31, 1961 because of the invesiment tax credit 
ompnred w»th tho incomo laxes thot would otherwise have been payable without such 

. .. , 43 Ś 133 


// - Denotes Decrease 


COMPABATIVE BALANSE SHEET—LIARILITY SIDE 


303 


Annual Ronort - 1963 


* - Eąuipment Obligations ąggregating $26,596,970 of which installments of $5,351,643 

will be paid during the caler.dar ye ar 19Ó4, aro includco in Account Funded Debt unmatured. 

N0TE 2: Operating and Insurance Reserves include $2,639,826 which it is expected will be * 
paid during the calendar j-oar 1964, 
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Annual Kecort - 1961: 


INCOME ACCOUNT 




Sii2 

271:1 958 

793 


3 |0L9 


"2'3!l7uT?3/ 


923 1160 


1: 126 l ij 97 
i 191 '022 


1 I. OpRnAT1KO IttCOUS 

3 (301) Charge* for tran«j>ortatlon ( p. 20)._.. 

t (314) EsprcMi privilręcs—Dr. fpp. 11, 12 nnd 13)......_. 

4 Roenue frora tran*portation... 

» (302) Rovenuc frcm opcration* other thr.u tranrpcrtation (p. 2&) 

• ToUil opcrating menuesip. 23).... 

7 (315) Operati;ig expen t*ra (p. 40)„.... 

i Net operating revcnue*.... 

# (316) UncoHcctible reienuo froin tran«j>c:tat:on.. 

10 (317) Kipresa taxc* (p. 43).... 

»t Operating income*.._.. 

U II. Otofr Incom* 

11 (303) Rent from rcal property and cquipment u*ed jointly__ 

n (301) Miffcellanecua rent income._.......... 

u (305) Net Incomo from miacedaneous physieal property (p. 23).... 

i# (306) Separately operated propertie*—Profit ip. 29).^...._ 

it (30V) Di y.dend Locorco (p. 35)...... 

i* (308) Income from fundcd oecuritic* (p. 35)__ 

19 (309) Income frora unfunded securitic* and accoimU--- 

» (310) Income from ainking and other rercrve funda____ 

:i (311) Helena* of premium* on fuaded debt.. 

72 (312) CoGtrilmtion* from other compnnioa.......... 

73 (313) MiRccllAtieoua income (p. 41).. . .. 

u To tal other incomo ... 

2 A Grotu income*......... 

?e III. Dedoct^ono Faosi Guoes Incomb 

77 (31S) Ront for roj.1 proparty and equipuient u*cd jointly.._ 

28 (319) Mlsccllancous renta....._.. 

Ti (323) MLscellaneous taxca_____ 

M (321) Net hma on mi*ceibvDeou* phyiical property (p. 23)_ 

li (322) Separately o por a U-ci propertioa—Loas (p. 29).___ 

13 (323) Intereat on fumled debt (p. 21)______ ....__ 

te (324) Internet on unfunded debt...... 

H (325) Arnortization of diacount cn fundcd debt____... 

u (323) Income transferred to other coicpaniea____ 

(327) Miaccilanroua income debit*...._.... 

rr To tal deduction* froin groa* income___ 

m Not income*............ 

t» IV. Dibpositiow or Net Incomb 

id (323) Income applied to ninking and other reaorvo fund*__ 

u (329) Dividcnd apprcpriation* of income (p. 2S).... 

u (330) Income appropriation* for inve*tment in pbyaical property. 

u (331) Stcek discount cxtingniehcd through incomo.. 

a (332) Mieccllnneous appropriation* of incomo.......... 

a To tal appropriationo........ 

a Income balanco tranafcrml to Profit and Lose*. 


• u derca. |f.dtrale In fMwnthtti*. 

NOTB.—Pcductions becnuso of acceluratcd nmortimtion of emcrgency fncililies in exce«s of recordcd deprocinlion 

rcduc^ion of Fcdernl income Iaxos for tho yoor of Ihis report in the amount of...$ 

If not effect io nn ineron^o of Fmlcrnl incomo Laacs, indiente by uoo of parentboma. 


rosnb.rd m 

NCNł 


Not roduction or inerense in charge* to nccount 317, Exprc*n Tnxo», due to provi«ion for Fcdernl income tuxcs during tho 
current yenr nnd corrrrponding i no maso or deerenae in not income bor miso of nccolernlod dcproc intion of faciiities under scction 
1G7 of tho Intornnl Rrvemic Coci«* »vnd do|«rc*cimion deiluctions rcnulting from tho use of guidelinc hvcs rnjr.sunnt to Rcvcnwi* 

Proceduro 62-21 in cxccss of rocordcd doprncintion.$..j;J.T..ririi... 

If net off«*ct is nn inerenne of Fodcrnl income Lakom, indiente by use of pnronthonis. 

Amount by which chnrgca to nccount 317, Kxprosa Taxoa, for pnymont of Fcdernl incomo taxcs during tho currcnl yenr \^erc 
docrcłuicd nnd tho roported not income coricupomlincly lm.rcn.sed bccnuse of tho invontmerłt bix credit nuth onzed in the !?ovcnue 
Act of 19C2 compnrcd w»th the amount thnt would othirwiso huvc boon jiaynblc withoutnuch invoatmcnt tnx credit . . 
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TROKIT AND LOSS ACCOUNT 

Show Uereunder tho iU-rns of the Profit and Ioas Account of tho re- tho Incorne Account (p. 271 for nny particular cIaas of §tock shouM c<ąual 
ipondcnt for thc ycar, clrwificd in accordancc with the Uniform Syatcm thc toLal amour.t of dmdendj declarcd on auch claaa dunn* tho year aa 
of Acrounto for KsprcM Companics. ahowo on pago 23. 

The aum of the dividend* atated in thia account and thoee atated in 


(401) Credit balance at bcginninf of year.. * * i I i i t 

(402) Credit balance tranaferred from tneome... * « * j « * « 

(403) Profit on rcal property and equipment ooid.. i « « j i * « 

(404) Dclayed incornc crc . * « « j x * i 

(405) Unrefunriablo ovcrciiaręcs._ ..—- x i i i i x 

(400) Mi/^cllanoouj profit and Icsa cred.U*-..-—- a i i I x i i 

[*» 

(407) Debit balancc at bc^inning of ycar.....- 

(403) Debit balance transferred from incorne---—- -— 

(400) Surplu* applićd to rinking and other rceerve funda..... 

n j 

(410) Dividcnd appropriationa of aurplua i p. 23)..... .. 

(411) Surplu* aet ruiide for invcetmcnt in phyafrai preperty..|.. 

u 

(412) Stock dJacount estinguiahed through aurplua___]. 

n 

(413) D?bt diacount estiuguiflhed through aurplua...—... 

(414) MLaccllaueoua appropriationa of aurplua..._. 

(415) Loan on land eold.....J. 

(41 d) Delayed income debita*..........:. - 


(417) Mlscellaneoua profit and loaa debila*.... 

t___balanco camed to Ii a lance Sheet-..._— , ?. ^ ^ 

Tot*u. 21005 . 



T»uiU ot (rlcnpaJ U* te* mouid b* 


fduu "D*bu" ar ‘'Cradit," u c 


MI3:EI.I.,\t~0US FR0"IT A'.Ti IT-SS CR33ITS 


Aa.iust~;nt of Deferred InygstŁent Cre rH*. < ‘rtr..prior yeara 
-t’ 0 . £^3 i’it—an_d . Loss__jLn m ęurxeij£. _ 

Miscellanecus 




imjAi 

..2SL2& 

10 SIO 


£37 OaC 


lotal 


DIYIDENDS DECLARED DURING THE YEAR 

Give particulani of cach dividend declared during tbc year and eharged for tho purposc of procuring funda for tho payment of any dividend or for 
to Incomo or to Profit and Lora. For nonpar atock, ahow the number of the purpoae of repienishing the treasury of the respondent after panceat 
aharea in toluran (d) and thc rato per share in eolumn (6) or (e). If any of any dmdend, give fuli particuiara m a footnoto; if nono haa beon 
auch diridend waa pnyable in anythmg other than caah, caplain the matter incurred for auch purpoae, etate that fact 


fuliy in a footnoto. If aa obiigation of aoy eharacter haa bccn incurred 



- A 
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Annti.il Hi:-port - 19śl| 


8EPARATELY OPERATED PROPERTIE3 


Tricorrorit 0 ^ 


11 7331177 i 


INSTRUCTCONS FOR ANSWKKINC QUEST!ONS ON TIIIS PAGE 


Profit 

(ti 


OPERATiNG KEVENUES 


Amcunt of r«vnu)« 
fur t~« yttr 

(t* 


LoraUoo 


r 

Nrr Totau.I 


nmounts payobl© undor tho tcrms of nercentcn Ls or ccntr<tcUl, 
whereby the profit or the lora rcsulting front the scpafłtc oporni- | 
Ilon of •''o proporty of other conpanies h«vinĘ nn maependont 
corpcrnto eaistcnce is ree.iiv»ble or pnyablo ir. »hole or in port ; 

by the rcopondunt. The "Not lolal" ehould bo camcd 10 t .0 i 

Incomo Account and onlored ne "Sop.nrately Oporntod Proportiea — 1 

Profil"or as "Separalely Opornted Properttes-Eoss" on page27. 


Aafouat 
'*) _ 


Romuk* 

(<•> 


Nira« of propan f 


Operotinj rfrpnum. 

The rcturns in thc upp<?r lab U on thia pnę© ahou!d represent 
Ih© Opornting Revenucs of tho respondent clru«eified in nccord* 
nnce with lho insfructiono contained in the Uniform System of 
Account* for Expre?>3 Compuniee. 

BepciMic ‘7 ©perated properbe*. 

Under this heading sbould be entered amounts receivabie or 
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Arr R r> rnr f . - 


COMPAlt ATIYE GENERAL HAL ANCE SKEET—ASSET SIDE 


a 

3 

4 

!| i 

7 

10 

30 

21 

73 


41 

43 

43 

44 
43 
4« 


I 

oi naLnT at 1' S'naioc 
• 1 L l < 

<*) 

1 

XXX 

1 t X 

...12' 

' I I 

1.125 
I NON 

1 1 1 

: 7. IZ 

t._ 


...3.9 

'115 

XXX 

X V 

..549 

I X 

500 


no:; 



597 

robo 

1. 

NOK 

r 

I 

..I..' 

NCKt 

1. 

ii 000 

i 

NOM 


Ii 

I 129 062,3271 


24 546| 381! 

1 9i 2lb 

30 0i'8l ?6-l 

: 2381509 i 

16 

U 

'.2LI Of? 
LŃ2I453 I 

. 

| 

..57.9.157.? 
115,333: 


.i| 300. 

! 

8511 9LLl 

79 

i i . 

266 

“ 

a x 

eo! 

,198,1 

X I 

Z X 

259 

. 

NOM 



II 


i 

II 


1 61il 

OCO 

i-i 

1661,216, 

\ , | , Z 

9C:3u9 

1 j 

7Ó1|913 

_....! 

N0NE 

i 

”*«*'*] . 


1CZ1133 

_ 

... 

• i i 

. >: 
< . : 

-I 

• » 1 


896l965 

20^ 

3=11.051 


lun 

(b) 


ru;*o<« •( c'o4« of j n 

_(ę)_ 


(.' 01 ) 

('(12) 

(503) 

(504) 


(505) 


JNYE9TUENT 

(bi> Total b***X weu 
•l <!<*• cf 

V NIE 


<b») Ka^pnodent’* cna 
i -uw ,ir-£-:-4**s»i i* 

. JAŁ 

II0NH. 


(500) 

(307) 

(508) 

(509) 

(510) 

(511) 

(512) 

(513) 

(514) 
(315) 


(510) 

(517) 

(518) 

(519) 
',520) 


Kcal propfrty and cc|uipmcnt(p. 25). 

Sinkinft funt)* fp. 37)..... 

Miapdlaiiccua phyiictl propnrty (p. 23) ________ 

lDvt#Lmcdt» in afiiliatrd companu-*— 

( A ) 5rocka (pp. 30 an i 34)..... 

(Z?) Bonda (pp. 32 an i 35)_..._______ 

(O Sotejt ............... 

Other invcatmenta— 

(cl) Stocka (pp. 31 and 34)......... 

( B) Bonda (pp. 33 and 35).________ 

(O Not es ... 

(D) Advancca........ 

Totnl invr>tmcnl.___ 

Cca h tvr Aaarra 

Caah.,(3ee Vote 1)__ 

Specjał dcposita...... 

Loana and notes rcceivablc.......... . . 

Trafllc balancca rcemable.... 

Net balancc* rccovahle frora agenta and mMócngera.__. 

Misccllanooua uccounta rcccivablo______„.. 

Materiał and Mipplics.. 

Intcrest, «ir 'dends, and renta reeeivai»lo_ 

Working fund advance«„........ 

Other curmnt aaseta__ 

Total current wneU_ 


iiiO 322,157 


la 


..5.19 

inone 

002 


.093 

1 I 

500 

152 I 


N#l C).ł:ii« .lur.rj j ‘cr 
<lacr«\v« in i *. i.d*- 

CT6I.M *a tv*lj 

łd, 




.„(NOWEJ. 


Pffil..... 


1 ! 0u0 
|N0NE 


DePKRHED AeflCTS 


(th) ToUl NvX umu 1 (b\) R«npond'?n*s own 
-• cJom oIjmi | iisues mtuudnc la (di) 


...JLLCLoJL_ 

N0KE 


(Ml) 

(522) 

(523) 

(524) 

(525) 
(520) 
(527) 


Inaurance and other r*aervfc funda (p. 37)_ 

rrovident funda (p. 37)___ 

Fidclity and indemnity funda (p. 37)_I 

Advancc pa>nicnta on coniracta__ __ .. _ 

Other deferred o.«srta... 

To tai deferred o*a*ta...... 

UWADJUSTEn Deuitb 

Renta and inaurance premiurna paid in advance... 

Tnzca paid in advance..... 

DUcount on Capital atock_-............. 

Discotint on funded debt....,..__. 


.aLkaW.. 


1('1 | 353 1 272 

.XI 1 XX I X X 

..._.?^.oo?..5.35.. 

.. 6 . 1350 . 

l.S 313.1.751 
..?6.3. 14.7.2. 

.155. im 
.7.41.1 551.. i 
74oi6So i 
'ijóTbTsT 
.i.iio.! 

873 615 


. 2.0 


59 


XXX 

XXX 


Other uuadjuated debitu..._____ 

Sccuritics i?suedoraL6umed—Unpledged (pp. 17 and 21). 
Sccuritica issucd or ossumed—Plcdged (pp. 17 and 21) .. 

Total unadjuated debita...... 

Grahd Total____ 


P*/ t^Jup of ho.-Jlng 1 1 
cljyO of yrnr 

2s..m . 


J.r 


XXX 

XXX 


XXX 

12 

X I 

. 329 .. 

1 1 

li? 




JZ 

16 


XXX 

. 

X X 

X X 



- 


hii? 

462 



- 

X X 

X X 

X X 



„ 60 . 






. 

12 

925 

■r. 8 

.1.1 

535 

X X 

i 3 ‘. 5 ) 


1 110 

..(1.1 

525 

10 J.' 


667 '629 i 


X X 

6o 

SW 


I 24 

. 2 ton 

_11.252 

.j. 1.61 

20 

. "5 

j-g 

T 9! 596 


|963.. 

IcSJl 

igap 

l47.-_. 

!G60 i 

|P" 

|6.67) 


XXIII 


X X 

261 


9M '873 


±£.\U2. 




1C6 

nr 


NONĘ 

II 


022 

1175" 


( 


i9.?.a! : 


—5. i079;. 


k&.&Z. 


2! 263 196 


, 14 |2';3 
11 562 




X X Z 
XXX 


. 320 . 1444 . 


.1UL6.I2L1.. 


iiiii 

XXII 


.213.1.933. i;i3.j.LJ.gl. 4 !,i. 


( ) Uecrease 


N0TE 1: 


. 1 ....A.t..fe.9f;r:bNr..31x.l5.5.L»...t5.ere.wpre.o.'.itsi^.ii.ao.,$.9.^51,355..... 

. .01 ęnecjt s v - ? ry 1, 

.....1'9'5'5. l‘His total ia incliUed in Ciirpent. 

Cash with Troasurer. 
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Ar.mial Rfrort - i?tii 


















































































27 


309 


Annual K°1nrt - 19‘*5 


INCOMK ACCOUNT 


Me. 

Im 

(•) 


(•> 

>4) 

i 

1 

I. Or*%ATma In eon 

1 

III 

m 

m 

m 

KI 

m 

M 

HI 


s 

<20l) Ch*r*e* for wrmn-Tjx)rt*iion fp. 29). 

... Ul 

3 3ił 

671 

. . . 


.. 




• 

(314) Kiprooi privUryoa—Dr. (pp. 11, 12 orni 13)... 

11912^1 

7}6 



,, 




4 

Revenu© from traceportatioo......._. 

III 

I X 

I 1 

....3.12 

.133 

135 . 

XXX 

1 « 

X X 

• 

(302) Ri,venue from operatioru other tr.an trtraport*tion (p. 29; . .. 




li 

100 

3o9 




4 

TotaJ operating rcvenueefp. 29)_.. 



, . 

316 

233 

?5T 




T 

(316) Opera ling orpensoe (p. 40)...._. 




290 

167 

113 




• 

Net operattng rcvenue*.... 

‘ * 



26 

066 

3 d 1 




t 

(310) Unooilectible revenue from tranrportatian_ __ 





160 

U19 



X X 

10 

(317) Erp.te* tai** fp. 43)_ __ 




26 

038 





U 

Operating income*... 






, , 


{ 132 . 

713 ; 

12 

II. Oram Tncou. 

1 1 I 

1 X 

I 1 

XXI 

X 1 

X I 


ii 

(£03) Bont from real property and e^uipment unod jotntlr _... 





2 

I2li 




14 

(804) MiacellAceoua rent Inoome. .... 





Hi 8 

ÓkS 



. . 1 

U 

(305) Net Inoome from miaceUaneoua phv«ical property (p. 23).. 

III 




2 

S 6 U 




U 

(308) S*par»tely operated proptrtie*—Proutfp. 29). 

• • . 




. 6 

735 




17 

(C07) Dividend Income (p. 35). . _ ........ 









• > i 

14 

(306) Inoome from funded oeeuritiea < p. 35) _ ___...... 





hS 

aeo 




» 

(309) Inoome from unfundod »«curitic and acoounta... 





asa 

311 


, , 


X 

(310) Inoome from ainking and other reeerv 6 fundę... 





...i 





B 

(311) Releaae o/ premiuna cn funded debt_ . _ 





ICUE 




, , 

B 

(312) Contributiona from other companica... 





II 





A 

(313) MiaceUaneoua income (p. 41)._. .. 





oic; 





U 

To tal other income... 




ę 

03u 

ibk 




H 

Groae income*... 

... 





, , 

..ił 

SOI 

2xL 

■ 

III. P.dcctionb From Grom Incomb 

XIX 

1 1 

X X 

XXX 

X X 

X X 


.. 

* * 

r 

(318) Rent for mai prop-rty and eąuipmeot u§ed jointly._... 




S0ME 



t 1 

i 

. . 

V 






370 

6^0 


1 ‘ 


IB 

(320) MleoeLIaneoui taxcr. 






882 



. , 

» 

(321) Net losu cn miaceUaneoua pbv*ical pro perty (p. 23).„.. 




» 

fOIffi 





11 

(322) 8oparately operated propertiea—Losafp. 29)_ _ _ 





11 




* 1 

1 1 

U 

(323) Internet on funded debt (p. 21).......... 

XII 

X X 

X X 

. 1 

Mi. 

507 

XIX 

X X 

. « 

U 

(324) Intcreet on un/unded debt. 





31 

2<36 




u 

(325) Ajnortiiation of diaoount on funded debt..... 




SONS 





u 


X * X 




M 





M 


... 




_5£L 

181 




17 






912 

Iil6 




■ 









989 

555 

W 

IV. Dirposition or Nrr Iwcoira 




XXX 

X X 

X I 

XXX 


X X 

«3 

(328) Incoc * applied to «inking and other reeerve funda... 




T 

ONE 





41 






11 


r > > 

, , 

ł 1 

42 






II 



K I 


U 

(331) Stock diecount catinguished through income. .. 

... .. 

,, 


II 











tl 




x 







u 
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Income balance transferred to Profit and Lom*.. 

XXI 

X I 

.. i... 

X X 

, , 

.1.282. 

555 


*U a* dt, ndicul* la pi^snihiSJ. 



NOTĘDeductions because of accelerated amortization of emergency facilities in exc 

rcduction of Federal income taxes for ih© year of thts report in tho amounl of. 

If net effect is an mcrca.se of Federal income laxe9, indicate by uae of parenthesia 


>a of recorded depreciation resulted in 

j ........ 


I 

I 


Net reduction or increase in charges to account 317, Expreas Taxes, due to provłaion for Federal income taxes du/ing the 
current year and corresponding increase or decreaae in net income becauae of accelerated de prec mtion of facilities under soclion 
167 of the Interna! Utvenue Codę and deprt tion dcuuctiona resuliing from the uae of guideline livea pursuant to R» venue 

Proceduro 62-21 in e*ccsa of recorded dcpreciali u n.$ i j.0.4.? I 

If net effect is an increase of Federal income laxca, indicate by use of parenthesis. 

Amount by which chargea to account 317, Expross Taxea, for payment of Federal income taxes during the current year were 
decreased and the r.-purtcd net income corre.spondmgly inereased bccause of the inveslmenl tax credit auth orized m the Kuvmur 
A ct of 1962 compured w ith the amount that \*ould olher^isc havc been (oynble withoutsuch investment tux credit . . i...... . 
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Annual Rppjrt - 1?65 


PROriT AND LOS9 ACCOUNT 


8bow hercunder the ;tema of the Profit and Loaa Account of the re- | the Income Account p.\J7'» for any particular claaa of atock ahouid cqual 
•pondent fur thc >car, claaaificd in acrordaccc w»:U the Uniform System tho total amount of dmdc&d* deciared on cuch claae dunog the year aa 
of Account* for Eiprraa Cornpan.ee «hovro on (age JS. 

The aum of the dividende iu. i m th.a account ani thoae rtated in 


(401) Credit talanee at bejr&nmjc of yrar . 

(402) Credit balance traoeferred frora incomc.. 

(4031 Profit on rcal preperty and equiptuenft aoid__ 

(404) Del*. I income crediU*. .. 

(405) Unrefut labie overchar^ca. 

40C) Miaccllanooue profit and loaa credita*. 

(407) Debit ba lanco at beginmng of jrcjar.—. 

(408) Debit balance tranaferred from income..... 

(409) Surplue applied to ainkicg and other rtaerve fuucb.... 

(410) Dividend appropriationa of aurpiua r- -d). 

(411) Surplua eet aj:de for in\»**traeŁt in puyaical property 

(412) Stock diacount ext infuie hed through aurpiua.. 

(413) Dcot diecornt eitinguiehod througn aurpiua.. 

(414) MiaciUaneoua appropriationa of aurpiua. 

(415) Lo« on land sold...... 

(418) Deliiyed iaoome debita*.. 

, (417) MUctiiaBecua piofit and loe* debi;s* .. 

t ...ba’/uire earritd to Baiance Sheet. 


.... 12. 

I.03B . 321 . 

1.;? 

: o 

OD 

iuS 

>-* 

1- ...i 


•D*UU» ot pOacp*J um tóou1J U fi**c t8ui* M DeDU M ot “Cr«dit," u osy U »pprop«i*u. 

MISCELLANE0’S PP0FIT AND LDS” CRSDITS: 


. Redn cticns In Ogferrad Tara a____8_97_1__5.S5_ 

Draft3 cre ^iuea to Proi^ t an.d ..Los? in currentyeąr..86 220_ 

.HiśceYIanećua 9 Ś7Ó 


To tal 31 0o7 a 32 





MI S CELI ___ 

Interest erpenses on Cor?;rat e , Tax Adj^t-nents._ 

Firnęs.inppsfji.. by. _tt»„ s,..g r<-e.m?.n.t.... 

prąfts..ę:^iitad..to.F.rcfi.t. and.Los3 in cr lor re ar 
Miscellaneous 


s x . .pa id.. in.c urre n.t. ye ąr._ 


~*m'#3 

.io.m 

12 19 «; 

.5211...6.00. 


DIY1DENDS DECLAEED DUR INC THE YEAR 


Give partirulara of each dividend declared during the year and charged I for the purpoae of procurmg funda for the payraent of any div»dend or for 


to Income or to iTofit and I/oia For nonpar stock, show the oumber of 
aharca in colunin (d) and the rato per share in column (6) or (c). If any 
•uch di\ idend w na payable ;n anythmg other than caib, czplaio the raatter 
fuliy in a footnoto. If aa obhgation of any charactcr haa been incurtcd 


thc purpose of rcplennhing the treasuiy of the respondent after payment 
of any dividend, give fuli particulara in a fuotnote; if nonę baa been 
incurrcd for such purpose, statc that fact. 


Rat« ftaciNT 


Niat cf Mcuriir os «ticb ćitidaod tu di 

_<ą> 


Tw ti’ji of amounl i 
ca »fc;c& .lltidtnd 

*M dKuJSU 

d> 


DiniiBmoM or Ciuiai 
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Artnual Report - 1965 

09 


INSTRUCTIONS FOR ANSWEIIING QUESTIONS ON THIS PACE 


Operating rerenoea. 

The return* »n the uppor labie on this pa«e should represent 
the Operating Revenuc» of the respondent clitssificd in accerd* 
ance * uh the mstructions contained m the Uniform System of 
Account* for E^press Compnmes. 

Separately operated propertiea. 


amounts payable under the terms of twrccnenLr or contracts, 
*bcreby the profit or the loss resulttng from the separato opera* 
Ilon of the property of other comparies havmg an independent 
corporate eaistencc is receivable or payable m *' ole or .n part 
by tha respondent. The !'Net total" should be carried to the 
Income Account and entered as *‘Separately Operated Prop*»ł*:*.s- 


Under thts heading should be entered amounts receivab!c or I Profit" or as "Separately Operated Propenies-Loss" or. page 2♦. 


OPERATING BEYEM ES 


i Ljj» 
•Sr 

ACBDUAl 

a{ 

AEOLOI rf MW 1 nisllU 

tor ta# j«tr 

lb) 1 (Cl 

1 

3 

I. Teasppoitatiom 

; i, 

13*0 Vi5 303 i 

a 

(102) Eiprraa, forcign.. 

tił91 232 



1 lilii 776 



Ul 384 371 .i 

! • 

II. Comtract pATM*vra 

s a i | i s Iii ......... .. 

_m_21LZ22_ 


Re\enue frem tranaportatłon.. 

332 1 32 US. 

# 

III. OpER.\TXOS*a OtBEH ThaX TRANSPORTATIOM 

i«i » i , i i ... .. -- — _ 

1 099.011 . 

» 


. 7.11*82.. _ | 

1 13 


. 186.'520. : 




i 

14 

(1001 C. 0. D. Ch*ck9. 

. l! 069 8?6. ... . 



.*0NE . ._.._._. 

u 


" 

17 



| 





1 n 



i" i . ; 



l 1 737 410 

a 


u aoo 3?9 

L 3 

Total operating revenuea..... 

— 3To JJT.sou 
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I:- 

Anmial import - 1965 


COMPARATIYE GENERAL DALANCE 8HEET—ASSET 8IDE 


Bikaci U cJ m ot r*tf 

ft) 


Spccial ćepoaiU______ 

Loan* iind notę* r*ceivable_____ 

Traffic b&lance* rtc*ivable.... 

Net balance* receivable from cgenta And meaMcg* 

Mucellaneo ja aceounts r©e«ivAbla.___ 

Ma te rud And nuuplie*.... .... 

Intercst, divMemU, and renta roeeivabia_ 

VTorking fund Ad v a dcm_ 

Othar current a** e*a___ _ _.... 

ToUt CUTTtOt AlNtl_ 


Defirhid AaarTA iii 

(bo Toul bort y*4j (V) HmvozA"t\:'» mm 

%l dcm c4 i w jk» ma^-ud a (h) * * * 

IniurAnceAndotberreAcrvcfundj(p. 37)_ , fc tlO, Oj__iL-JalS. 

Provident fund* (p. 37)_ _. _Jt2tG__j_ i 

Ftdelity Ani indemznty fund* (p. 37)_____*_"... 

Advanc,? paymenti on eon trać U._____ 

Other deierred aaaeta_ _____ 

Total deferred umU___ _____ 

Unadjustbo Di bita , g s 

Rent* and i ni uran ca premiuma paid In advano6___ _ 

Taiea paid in advanco_____ 

D.icount on Capital atock..... 

Diicount on fundcd t _ 

i Otber unadjusted det... . .. ^ _ 

l Sccuritieaiasuedor aasuraed—t*nplrd«ed (pp. 17 ard 21).A?...??-.?. i s r 

i 9ecunti« iiaued or aaauraed—Pledged (pp. 17 and 21).. , % z 

Tc tal unadjuated debita______ ___ 

Grand Total.__ 


319 ft!: ł 


es ii c ó 


120 Mi o 


Dec rease 


NOTĘ lś 


■.Og.c.ei?it>9r..jl.»..i9.$.5 ł ..lhsre..W2rg..Qu.t3Łandin^ gii r ?on j',7^ 
.cMęM Ł _yottęher.a..an^..ęlrai.ta..la5uei.prior...ta. jJaaua.ry..JL».. 
?•••*.T^is . tQ.tal..Ł 9 .-ln:lu(i”d ln Clirrpnt. L lah ii i f.i p s anH 

?£.. yith. Tr.ę.xs.ure.r.»..... 
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/ 


Supplenentary Statement 
of 

Contingent Liabllities Hot Included in the Bod/ 
of The Balance Sheet Statement 


Under the terma of a certain obligation of a subsidiary companr, the 
Company would be required to purchase Capital stock of the subsidiary c~-.rar;- 
in order that the ratio of Indebtedness to Net Worth of the subniiiary shalI not 
exceed 5 to 1 at any tir.e. 

In July, 1953 the Board of Cirectors of ihe Company aprrcved •» r.ew 
pension plan for noncontract supenrisory employes to be ef:’ective on January 1, 
1961*. The rew plan is a fur.ded plan with opticnal employee ocntributior.. 

Funding the plan will be oompleted over ten or morę years. Based on the most 
receni study by the Company's Actuarial Consultants, the past service liab f. 
under the revioed plan amounted to approxireately Slii,000,COC on June 30, i>u 




Ml I* 
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Annual Raport - 1965 


Bilbao* m cJom o t 

_ (t) _ 


.VtUiłT|fi(1mir/ł«v. 
L-.T***« in l.&Zm, <‘> 
cr**** tu 

■d) 


i.ię.yw 


COMPABATIYE HALANCK SIIEET— UAEIUTT SEDE 


E u&aa* U b*Cinj ;. 
U ymt 


Tuza 

0>) 


20 352'21:3 


1 ; - uecrease 

NOTE.-Estimated accumulnted net income tax reduction reali/.ed sińce December 31, 1949 under scction 16S (fcmerly section 
124-A) of the Internal Revenue Codę because of accclernted amort*ration of emergency facilities in exccss corded 1 

depreciation.. . • • -. S .. \ 

Estimated accumulatcd net reduction in Federal income tsxes becar.se of acceleratod depreciation of facilities sińce December 
31, 1853 under provisions of section 167 of the Internal Rcvenue Codę and depreciation deduetions resulling from the use of the | 

guideline lives sińce December 31, 1961 pursuant to Revonuo Proceduro 62-2 1 in cxcess of rocorded depreciation.. 3..k—552 . 


Estimated accumulated net income t&x reduction realized sińce December 31, 1961 because of the investmcnt tnx credit 1 

authorizcd in the Revenue Act of 1962 compared wuh the income laxes that would otherwise have bcen payable wiihout such 
investment tax credit.. ..$. m.m.. i 

The company can incur an estintated $ fiOffE in futurę eamingsbefore paying rederal Ir.cone taxcs 
because of itsunused and available net operating loss carryover on January 1, 1956, 

* - Long Term Debt aggregating 371,298,707 include i//stall:ner.ts of 38,269,61/2 which will bc paid 
during the calendar year 1966. 

NOTĘ 2:Operating and Insurance Ręserves include 33,781,600 which it is expected will be raid duriri^ 
the mler.dar vea r *_____ 


8rorx x s i xs i x 

tVJ TciU book lubl^ty 00 h«M by cr for 

»t cj ■» cj re/>xjccV«Dt *1 ę. -tm ol jtmj XIX I i Ił 

2 07.2 0QQ _ lo 812 1 9?? 183 

NOŃE N0H2 _ ijdŃEl 


fb,) Portlon b#l(J 1 
re-^cn^tn* »i c!r« 

NONĘ 


NONĘ j 

... ^ - ,,V2 

5 Cl7 |152 

1 533 712 

86 589 

NONĘ 

.3 195 

L 285 u3'u 

2 !;96 820 
!»'Iz 10 1895 

.iizoi.6.63. 

12 

52| 538 ;133 


.^ 

1 1,17 

16=50 


1 lj? 

; 690 

I I X 

ilold 

;fr 

.3 

...7.6 

.212 

977 

56.7. 

681 


7 

391 

80 

S‘3 

761 

215 

26u 

XXX 


[' ’ 

6 

(61/3 

1887 

6 

mm 

16| 

2131 

\ 0c.7 iFT 
9331133 


Capital ortock (p. 17)___——- UŁ.P. 

Premium on canitai stock__I._I._ 

Total itocik ' abibt ea...?...?.7JL.Q£2- - 

Lono-tirm Debt 

I (1>0 TtUi t>v»k lUbluty fb») Portlonfc#! 

U 7 V tl ^f l 7 7 r n7 

Funded de et unmat: -tx\ (p. 21')—!_—- lL_‘I 

CciRtirr LiArfLmrs 

Loar n and coUr payable......... 

Trafie i./.utcea luyable.......... 

Afdłtec f.ecountt and wimoi unpaid---—__ 

Miacelisneoua account* payable......... 

Matured interes!, dividends, and renu unpaid- 

Matured fundod debt unpaid... . 

Miaceilanoous ad vanc.es payable______—__ 

Unpaiu money orders, chocka, and drafta.—___«... 

EiprrM privilrge llabiiitiea_______ 

Eetimated tax liability....—__ 

Unraatured iniereat, dividends, and renta payable—.. 

Other curreut kaoiiitiee......—-..-....— 

ToUl current ltabUitl*—I?.T*. 

Detłsbed Liabiutics 

liability on account of provident funda.—-—- 

Liability on account of ftdclity and iedemnity funda- 

Other de/erred liabiiitiea______ 

To tai deferred liabiiitiea—__ 

UnAD.TSTKD CniDITB 

Premium on funded debt..___ 

Operating and inaniańce rc.wvea. {§!:$.- .‘i?.?'.?.A... 

Accrued depreciation—Puildlngc and eąuipmant (p. 25A)... 

Accrued depreciation—Miarelianeoua physical property..—_ 

Ot ner unadjuated c redl te___ 

To tal uoadjuatod crcdite......... 

CoarorAT* SU»PLX78 

Additiona to property through income and surplua_—_ 

Reeervee from income and surplua______— 

To tal appropriated surplua____ 

Proflt and loea balance (p. 2S)___....____......... 

To tal corporate surplua........ 

Gra nd Tor al..... 


XXX XX XX 

by cr for 

M Ot TC*/ XIX II ZI 

71_29jj 707 

XXX XX IX 

2f6. 853 


.3.122 

U 129 1 ?00 
13 512,903 
lal 7Ń9I rii3 
I i:93| 123 

_2Ó1 3Ś6 1 562 

60 818 11171, 

, I , I I | I X 

NONEl 

.f‘Vt"' “I”. 


i i , i i i i i i 

KON El 

L Ó2Ń.81Ó 

.78 681 i CIO 

"l 220 

_kil'JiI 

33 : 166 3Cu 

I t S I I , I 1 1 

KO NE! 

_l/ l Q9<? i 195 

!i l _999 1£5 

_niJliiZii. 

_16! 663 202 

23W 2°0 ! ; 51 


. .3.6.7. 

2: 383 
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FOR THE 
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Annual Raport - 1964 

fundcd psbt 


3l£natlon 
l»nd or 

i'•a ii on 

TERM 

Doto Dow 

ot ot 

Icjuo MaturltY 

Total Par 
Valuo 

Authorlmd 

TOTAI. TAR VALUE KSLD BY RESPONDENT. 
Totol Par In Siak Ing 

Valuo Plodcod a* or Othor 

Outatmdini? In Trcaaury Collatoral Funda 

Total Par 
Valuo Not 
llold by 

Roopondcnt 

Rito 

IJ 

When 

Psynblo 

ITEREST 

Amounl Accrucd 
durins tha 
Yoar 

Anour.c 

Pa id Durin 
tha Y.^ar 

ll.i terał Trust Rorvis 

.cccllsncoua 
i _-.d»a Cjllratlorui 

" ' 

Doceinbor 31# 1973 

* - 

NONĘ 

*27 296 CIO 

NONĘ 


827 296 cao 

5 1 

Semi-annullly 

Cl 36 8 70S 

31 36 8 705 

1 ^aipncnt OullRationo - 
.v:>.-.ativc Ł?uip.Tjnt - 
jniltional Suloa A^rcomant 

- 

May 1, 1966 

- 

NCUE 

NCWE 


NCNE 

5 i 

Ouartorly 

6 261 

93 099 

11 296 

93 699 

i ;.łipnant Gallcations - 
; :;o.-otlvc E.iuip.i«cnt - 

- 

July 1, 1967 

- 

1 230 170 

U 1*03 505 ^ 

NONĘ 


1 238 170 

5 i 

Ouartorly 



, uitol Kortjaco 

; Jiiiiat Obllcatlona - 


Docombor 1# 1972 


NONĘ 


1* 1*03 506 

6-3/W 

Soml-annually 

233 168 

235 169 

;'ri jera tor Cara - 
tltional Salo Acreomont 











112 698 

CO 

ujr.ant Ojlli;ationa « 
.v>i.i3tivo UiUłpnwnt 
■\ttcl . Ł '.ortca;;o 

- 

Karch 15, 1969 

- 

1 036 1*09 

NCHE 


1 036 1*09 

6-3/6* 

Ouartorly 

111 002 

690 £D 

I 

, .umisorry Soto 


Docombor 31# 1977 

m 

11190 000 

NONĘ 


11 198 000 

6t 

Soml-annually 

690 810 

uipmont Obi ii;a tlona - 


Docombor 15, 1969 

- 

2 1*63 167 

NONĘ 


2 1*03 167 

i*-3A i 

Ouartorly 

11*1 350 

163 023 

.ti:;otlva Equlpmcnt 












jltcl Kortjar.o 











262 666 

ilprwnt Oul lf:ationa •• ' 
:lorotivc Cqulpnoat 

m 

Novombor 15# 1970 

m 

1* 663 302 

NCNE 


1* 66) 382 

6£* 

Ouartorly 

2)6 21*7 


■ attol Nortjaco 











395 030 

.•.inneat Gblicationa - 
.•„cr.ati.vc Equipmcnt 
attol Korteoco 

m 

January 15# 1972 

1 

0 317 976 

NONĘ 


8 317 978 

61* 

Ouartorly 

1*02 161* 


,ui>tont Cblleatlona •• 
.mtyor iijutpaent 
.-jcuroJ Pronlsaory Notu 

•• 

HoYomber 15# 1970 

* 

1 536 232 

NONĘ 


1 536 232 

6’i* 

Ouartorly 

77 786 

79 966 

1 

ccipts Outatamlinc for 
.nlad Dobt 


■ 

1 , ■ ■«■■■>■» 

N0VE 









TOM. 

5 - 

C62 972 856 



«62 972 851* 



83 361 392 

83 376 625 












INCOME ACCOUNT 
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Annual Report - 1966 


\ 


PROFIT AND LOSS ACCOUNT 

Shaw bercunder the itcma of the Profit and Los* Account o( the re- thc Inromo Accc 
ependent lor tlie year, claa.if.cd m accordance with thc Uniform SysUm the totaJ amoun 

ol Account, for Eaprcaa Corapamca. ahown on page . 

The aura of the dividenda atated in thia account and tho*e atated in_ 


the Inromo Account (p. 27)for any particular claaa of atock ahould eąual 
the totiil amount of dmdenÓJ dcclared on auch claaa dunng tha year aa 
ahown on page 23. 


(401) Ciedit balance at begicnieg of year.— 

(402) Credit balance tranaferred from incocne. 

(403) Profit on rcal pro perty and equipinent aold. 

(404) Delayed inconae credit.*. 

(405) Unrcfundable overcharge*. 

(406) Miseeilaneou* profit and loaa credit**.. 

(407) Debit balance at beginmng of year. 

(408) Debit balance tranaferred frora income. 

(409) Surplu* applied to einkmg and other rcserve fund*.... 

i (410) Diy.dend appropriationa cf eurplua fp. 23).— 

(411) Surplua eet aside for invcetment in pbyaical property 

(412) Stock diacount eitingu.ahed through aurplu*.. 

(413) Debt dincount eatinguiahed through aurplua. 

(414) MUcdlaceoua appropriationa of aurpiu*. 

(415) Loes on land aold.----- 

(416) Delaied incocne debit**. 

(417) Miacellaneou* profit and !oaa debita*. 

j Cre_dió__. balance ce.rried to Balance Sheet. 

.. . 

• n. i.t'. oc pjUiupaJ Uło.* abouM b. f! *52 T8t*ta "Dabll" o r ' Credit, a* 

MISCE1LAN50U3 PROFIT 70-3 LOSS CPPDITS ;. 

Reduction in Defsrren ?axss . 

.Drafts cisćitedto Profit’ and Loss in ourrent j-ear. 

.Profit’derived fron ilsdemptio n of Proa diiaor y Sótea . 

Miscailaneous .... 


i 21738 


lii CU7 592 


. JA IZO 637.. 1 


.729.687. 


_Totąl_ 


"ĘFWÓ "9&> 

.123 "§&' 

.10 932 

.¥ 88U 

:wm^. 


MIS CELI 




Hiscellaneous 


Total 


DIYIDENDS DECLARED DUR1NG THE YEAR 

Oive particular. cf each dividend declared during the year and charged for the purpoae of procuring fund. for the payment of anyor for 
to Incorae or to Profit and Loaa. For nonpar atock. ahow the nuraber of the purpoae of rcpleui.hing the treaaury of »•>'re^odent after 

charo* iu colurau (d) and thc ratę per ahare in column (6) or (c). If any of any dmdend, give fuU particular. ,n a footnot*, .1 noce faaa been 

auch divldcnd va* payable in anyth.ng other than caah, eiplain thc cnatter incurred for auch purpoae, atate that fact. 
fuliy in a footnote. If an obligatioc of any character haa been incurred 


Nam# of *curlt7 go »t>lch dl»Woad »u d«d«r«d 
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Rat* Fiiciwt 
Rocular S Ei‘*ra 


DimumoN ot Cra»oi 


oq w&ich difidecci 

W AA CAC. ATM 
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Profit and lu*3 
(D 

Docland 
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Ptfabl* 
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INSTRUCTIONS FOR ANSWER1NC QUESTIONS ON THIS PAGE 


Operanof rcrenne*. 

Th»ł returns in thc uppor Labie on this pasę should represent 
the Operalmg Reseńues of the respondent classified in nccord* 
ance wi?h the tnsirucuons contained in the Uniform System of 
Accounts for Express Compames. 

Separately operated propenie*. 

Under this heading should be entered amounts receivable or 


amounts payable under the terms of ngrcemcnts or comracta, 
whoreby the profil or the loss resulting 'rom tho sepnrnte opera* 
tion of the property of other compames havine an independent 
corporate e*istence is rcceivable or payable in »hole or in part 
by the respondent. The "Nel total*' should be carned to the 
Income Account and entered as *'Separately Operated Properties- 
Profit"or as "Separately Operated Properties-Loss" on page 27. I 


I. TBANSPoaraTtoM 

(101) Erprea*. dorocatie.. . .—— 

(102) Eapreaa, forcign-—---.... 

(103) Miacelianeous.——..—.——--—. 

Total tran* por ta tion---- 

II. Comtract Patms.ht* 

(104) Ezpreaa phvUegc*—Dr.... 

Revenue from tranaportation .... 

III. Operations Othłb Tsan Tranbpobtatiom 
( 103) Cuatom* brokerage feea.... 

(106) Order and comciuion..... 

(107) Renta of buildinga and other property___ 

(105) Money order*______ 

(109) C. O. D. checki---- 

(110) Limited and uchmited cheque*___ 

(111) Traveler» cheque*.„....... 

(112) Telcgrmph and cable trana/er*- 

(113) Lcttera of credit----- 

(114) Forcign poatal remittance*... 

(113) Profit on eachacge and other financial revenue... 
(116) Miaceilaneoua....... 

Total other than tran* porta tion.. 

Total operatine revenue*__ 


OPERATING REYENUES 


Amouot kucu* 
lar ta* 


£29! Ś 2 I 4 . ' Ś70 I 

.. 526 310 

_IJiMJSiŁI 

yg!mo.2g2 


I X I I 1 1 * I 


m l 269 670 1 

—2i2 ! Sk;S5L' 

XII I I I I ■ I 

1 005:625 

. 6 .1832J 

.21k ! 282J 

N0!3 I 
i 007 60 ? 

NOtŚ.| 

-_=T.-- 


1 ! 823 : 592 
^ 1 117 1 9U0 
323’ 6:9 1199 


SEPARATELY OPERATED PROPERTIES 


Nud* of property 

»> 

Łoniiea 

*1 

Profit 

(e» 

dl 

?.ij 1 vay Erpress Motor Transport, 


1 



• 

■ 

| 

Incorporated 

219 2ast lł2nd 3t., flew Icrk, N.I. 


Ó 

680 












Railway rjcpress A 

sency, 







j 

Incorporated, o 

£ Califomla 

219 East l(2nd St.. Mew lork. N.I. 



825 



~i 
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Vr? Totłl.. 
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1 

COMPABAT1YE GENERAL BALANCE SHEET—A8SET SIUE 

i 


Ilon 

<¥) 

Btloar* U ckm ot rm r 

4i/ 

Ki cft*nx« iur^na 
(lotniM ui Mara, 1 *. 

m r*J) 

Id) 

1 

1 

2 

! I 

4 

t 

1 

1 I A 

t I 1 

.149 

I 

X I 

881 

ma 

S X 

X X 

162 

(501) P*eal property and cquipment (p. 25). 

*NT 

J Tl. U lwi AJTWU 

. x cltaa ol ytAT . 

$149 "54 163 

ŃOKE 

(V> R«p f > 0 ' 1 rnl , i owo 
luuv In (8ł) 

NONA 

NOMi 

f 

... 

... 

149 

, . 

lx$i 

NONĘ 

X X 

163 

f 

XXI 

XXX 

r 

X X 

(ii 2*6 

• 

! *J 

999 ) 

1 

i 

i « 

1 » 

i . 

1 ' 

19 

>• 

" 

1 " 

1 M 

1 

! »• 

17 

18 

19 

20 


14.023... 

X X 1 X X 

543.'500.. 



..m 

.451. 


97 

353_ 

* : ; 

III 

(504) Inveatmcnta in aftiliated coraponiea--- 

« . « 

X X 

„543 

* « 

,5PQ. 

XXX 

X X 

. 

. . iNc;s 

. 



K0KE 

boo 


CO? ■ 

i 

... 

... 

500 ceo 


2 

000 


500 

X X 

NONrJ 



N0NE 


XXX 

.. 

nc:.'3 

X X 

(505) Other iimatmenta— 

1 x 1 

X X 

NONĘ 

X 1 

”,T 

— : 

cod) 

4 040 



.3 

. 040 . 


L..1. 


ii«i|. 

(O Notę*. _ 


HOME 






» 1 



•I 




359 

lgL 

947 795 

Total inve*tment_..■„ 

162 

117 

TFTT 


159 

XII 

.13. 

* 1 

558. 

...J. 

244.. 

Ccrrent Aaarra 

XXX 

ó 

X X 

.m 

X X 

.703. 

::i 7 

I > 

104 

ii) 

.29 

Q45„ 

(507) Spccial dcpoaita....... ... ....___J. 

1 

..532 

67 2 

1 

..6.3.6 

027 1 

134 250 

(503) Loarj and notes r«fivable... 

. 13 

..5.4.0 

700 

.(.1.5 

..5.23 

5=:, 

1 21 

! 22 

a 

174.002.. 

(509) Traffic baiancc* re-crivable. . _ _ * 


..19.6 

. 423 . 

22 

421. 

'6722 

...24 

523 

.5.2.2. 

874 

73.6. 

(510) Net balance* reccivable from agenta one 

(511) Misccllaneoua accounu reccivable. 

measengera....*. 

21 

421 

002 

. (.3 

107 

.6. 


.2 

...625 

.431 

1 

372!697 

24 

! 25 

i » 

; r 

28 

29 

30 

11 

12 

55 

1 * 

! » 

! M 

1 87 


393 561 

(512) Materiał and auODlies.. 


..22P 

423 


96 

tól 1 
911) 


.13.6.7.40. 
8 710 

(513) Inten-at, dividend«, and renta receivabie 



.....75 

..7.62 


C"6o 

. 


11 

.3.6.0 

796 


2 

961 

^ j 

Co-C 

1 

213 580 

(515) Other current aaseta.. . .. 

.2 

164 


_ 76173142. 

Total current aaaeta .. _ ___ * 

64 

289 

ilk 

.(21 

884 

' i Y - ^ 
uOO; 

XII 

I * I 

X X 

I X 

..40 

no::= 

i , 

X X 

263., 

Defkrred Aa 

(516) I naurance and other reaerve funda (p. 37). 

(517) Provident funda (p. 37)___ 

AETS 

(bo Total bork 

Xt dOM Cf T*4f 

...m".C9. 

(bt> RxBpond«:t'i owo 
1 xsum inciu^U la <fc) 
NOufip 

XXX 

XXX 

X X 

X X 

14 

X X 

X X 

409 

XXX 

XXX 

X X 

\i? 

X X ! 

śsLi 


Noris 

II 


N0NE 






II 


(518) Fidelity and indemnity funda (p. 37) 
(510) Ad rance paymenu on contracU. 


U 

II 


II 




-1 


II 




........ 




_ 

3&) 


88 

186 

(520) Other de/erred aaaeta..... .. 


6C 

820 


(27 

1123 I Uh? 

TotrJ deferred aaaeU.... _ 


73 

„229 


(53 

Wt 

1X1 

. i . 

170'45.7. 

Unadjusttd Debits 

(521) Renta and inaurance premiuma paid łn advance.. 

XXX 

X X 

377 

> 1 

655 

X X X 

X X 

207 

J 39 

1 40 

I «* 

: 43 

' 43 

!" 

' 43 

i 49 

. 

870'.89.7. 
N0M3 

(522) Taxea paid in advancc........, 


79 c 



(80 

10 r i 

(523) Diacount on Capital atock... 


KOMĘ 




., 


u 1 

(524) Diacount on funded debt. 


II 




.I 

Ii 

999 1 iii 

1 (525) Other unadiusted debita..... 

P»f mJu# o( holdln* xt 
of ye^r ' 

.7.6...812. 

N0N3 

.“6 


3£Ó 

. i 

234 

"2'55 

XX. 

« X X 

■■ 

* * 

■ ■ 

X X 

(526) Securitics iasucd or aaaumed—Unplcdgec 

(527) Sccurities iasucd or aasumed—Pledgcd 

Total unadiuated debits. 

i (pp. 17 and 21) 
(pp. 17 and 2!) ... 

XXX 

XXX 

X X 

X X 

X X 

X X 

XXX 

XXX 

1 

X X 

X I 

361 

X X 

* 1 

54Ć 

61 040149 5 


. 

7 

1Ó5 

TUI 

...2341.22.0.1.431 

Grand Total.... 

2i3 

833: 700 

(20 

406 7ćl> 

. —-— —— — 

- ■ - — 


. 
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Supplementary Statenent 
of 

Contingent Liabilities ?fot Included in the Body 
of The Balance Sheet Statenent 


Under the terns of a certain obligation of a subsidiary company, the 
Company v;ould be reauired to ourchase Capital stock of the subsidiary cor.nany 
in order that the ratio of Ii deboedness to Ket V/orth of the subsidiary shall not 
exceed 5 to 1 at any time. 

In July, 1963 the Board of Directors of the Conpany approved a new 
pension plan for noncontract supervisory employes to be effective on January 1, 

196 U. The new plan is a funded plan with optional employee contribution# 

Funding the plan will be completed over ten or morę years. Based on the most 
recent study by the Company's Actuarial Consultants, the past service liability 
under the revised plan amounted to approximately $lli,000,000 on June 30, 1966.' 

The Conpany has sold 29 terminals under a sale and leaseback agreement. 
The lease covers a twenty-five year term at an aggregate anrual rental of 
$378,000 for the first ten years and Ch28,OCO thereafter. 

Lhder the lease agreement, if the Company consićers any parcel cf 
leased property uneccnonical or unsuitable for continued use and occupancy, it 
must make an offer to purchase the property at a price eąual to the lessor 1 s 
unrecovered cos 0 . 




( 
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i 

. 




# 
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COMPARATIVE DALA.NCS CHUST— LIAPILiTT SIDB 


BftUcca •( baglssJaf 

Ot JOOi 

_ (•) _ 


1 999 1:3 


tor! 


Ii9?9 1i 




iEL 


...15. 

...U 


.256.6.33. 
'.636 3.0. 
354'737 


523.1 


233 

56. 

.1.22.9.00.! 
.51.2.'5.03. i 
.Ztó.lJBiJ.. 
.123.1123. i 
!_ 20 ^.c^ , P~2 ! 

! 60 ' SIS '3:3 I 


... 1 . 

13. 

...U 


(SM) 

(SN) 


(330) 

(331) 
(533) 

(533) 

(534) 

(535) 
(530) 
(537) 
(338) 
(53#) 
(340) 
(541) 
(342) 


8toc* 

(ko Tt*»i knot KbŁUty 

2 o?o roo 


. NONK 


.. .rad.. 


1166 1 5). 


n ; l -.l60j .510. 

a i * * 1 i f v4 ■ * 

73 . . 

*>!..uLQ2k|.81Q. 

1 .1.7.8 .661 Lao. 

n 1 ...7. .820.1 

» i_1 131 ! 161 , 

«_M2J4i.s2iL 


Mo:?i 

999'195 


Ll ^7;t07 

JŹ’ 6 65 ' 602 


. 231! 29.0. .151 


(543) 

(544) 

(545) 


(540) 

(547) 

(548) 

(550) 

(551) 


(552) 

(553) 

(554) 


Capital etock (p. 17)_-_ 

Premium on Capital itoek-. 

ToUl itoek liabLliUe*. 2._QZ.O.JQQ.Q. M _ 

Lono-tirm Dibt 

I OO Tc to bort LftbUitf 
• l a ormet yo*r 

..f.. Ó2_£72-H5£~ 

CcamsT Lubilitcm 

Lotos and cotea parable_____ _ 

Tr^Łc belAOcra parsble..._.... 

Audited aacounta and wa#ea u n paid___ 

MlBMiIaaec.ua aecousta payable...._.._ _. ... 

Matami intereat, dividend§, and renta unpaid_ 

Ma turni fuaded debt unpaid..... 

Mlacelianeoua advaace« p&yable.... 

Unpaid mor.ey ordera, checka. and dra/U_ 

Eipreea privilege liabilitiea___- ... 

Eetimatód tax liability______ 

U n ma turni intereat, dmdenda, and renta payabla._ 

Othcr current liabilitlea______ 

To tal current liabilitica_____ 

DKfEKiucn Lubiuttu 

Liability cn account of provident funda___ 

Liability oa account of fidelity and indemnity funda_ 

Othcr deferred liabilitiea_ _ _ 

To tal deferred liabilitiea..... 


(V) PnrU.io Lr VI by or tar 
»«poo3Minc.iO*o łyoor 

_Ia_.312_ 

tJCNĘ_ 

-IOilIZ 


(V) PorUoo by fl» far 

; • i r i jm ot jr mi 

. ■— .>1W*l*-...._ 


Boioacm u eJon of yoot 


.3521.1.3.3.1. 


Not cht-N <3 4itr.* f*«:. 
(Locr#vo t o. «. oo- 
err*M r. ioO) 



: 3 89 1 


.cs .m 


Unadjusttd CiBDrra 

Premium cn fundeć debt_ } __ 

Operating and ineuranoe reeervea. A 3T .ZŁ._1 ). __ 

A ceru od depreciation—Bułldlngs and equipm«t (p. 25A)_ 

Accrued depreciation—Miaoeilaneoua phyalcai pro perty___ 

Othcr unadjuated rr^iŁa___ 


To tal unadjuatad credita.. 


Coaro łat* Sciflcb 

Additiona to pro perty through income and aurplua_ 

Reaervea from income and aurplua_ 

To tal appropriated aurplua—_ 

Prcflt and loaa balance (p. 28)__ 

To tal corporale aurplua__ 

G a and Tor al... 


_I(o:.{ 2 !. 

_U 176.162. 

.31.9.83! 1.13. 

_3.376 1 ..070. 

_lSi.52k 

_liaiEI. 

..11.918. 

..... NOISt 
11 170 757 

— Jj.MI.32.2 

..._.4.17.8.ill6; . 
_l 6 i 317JJ68 1 
11 537 18^!" 






25ó|.3333 
l.i.4Q|.312 ! 
(11 371.2,7.:; 
733.,9 6:! 






——— |. 

.!. 1 


::i 


..1^129 
2 3a2 

. CSk 

i I li 

.LLoc?. 

i.l? 231; 


IX X I | I X 

waisl 


92 05 j : .C" •" 7ini92 


L.Q22lj 

826.1 

9C0;: 

1 . 6 . 

31? 

977 ; 

IZd 

212 ; 


_ I 




ia:E 


—.84 




..7.3.2. 

.. 83.7 


021 

. 1 . 71 . 


..:.Q7. 

- 3.3S6! 

61' 612! I .53...., 

511 260i ( i ;7?| 381 
JBZUdl!.3 .£321.613 


211 

161. 


l| 


NCnei 1 

i £0£ 1091 2i_5y2 °1 ; ' 

1 50 2 109 1 1 502 911 

’ Ol ?! o?2■ 2' Ho r ?Ó5 1 

20 550; Od i '' 3' 6 53 : 19? 
23J! 883' 7001 (.20 _06! Tri , 



NOTE.-Estimated nccumulated net income tax reduction realined sińce Decembcr 31, 1949 under section 163 (fornorly sestion 
124-A) of the Interna! Revenue Codę because of acceleratod amortization of emergency facilities in excess of recorded 
depreciAtion...$ . 

Estimated accumulated net reduction in Federal income tnxes bccause of acceleratod deprociation of facilities sińce December 
31, 1953 under provisions of seclion IC7 of the Intemal Rwenue Codę and depreciation deductions resuiling from the use of the 
guideline livea sińce December 31, 196 1 pur^uant to Hevenue Procedura 62-21 in exc««s of recorded depreciation.. SJ. 6y >02 ,1.09 

Estimated accumulated net income tnx reduction realized sińce December 31, 1961 because of the investment tax tredil 
nuthorized in the Rcvenue Act of 1962 compared with the income tAxes that would othen«ise have been payable without such 
investm- nt tax credit.$ 77J3.W-23... . 

Estimated amount of futurę earnir.gs whlch can be realized before paying 
Federal income taxes because of unused and available net operating los 3 

carryover on January 1, 1967.$ NCIJE 

* - Long Torm Debt aggrogating .62, 972,855 includes installnents of 37,h58,l89 wbich“will m paid 
during the calendar j-ear 1967. 

N07E 1: Operating and Insurance Reser/es include C^,637,221 which it is expected will be paid 


durui.j t.4- cale.id.ur yjar 19677" 
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27 


IN CO ML' ACCOUNT 


I On»»Ti»o Incom* 

(301) Charge* for tr*n*port»ti<m (p. 29).. 

( 314 > Eiprcu priwieęea—Dr. <PP- 12 M«ł 13) - —. 

lUvcn<it (roni tranaportation. 

(302) Ke.enue from O[icr.tiot.■ olher Hien tranaportation P -3' 

Tutal optraling revenuej(p. 29)... 


423' o?7 5?1 
1 i()4 OOP - 097 

i 


7 

(315' Oj^rAtiug exf«*nacJ 1 p 40).. ■ 



• 




1 

j (316' 1’ncolU-ctttie revenue from tra i«j»ort*tion 


.1 

10 

11 





. 319 077 -i33 : 1 i ■ • * j « * 

323 226 5o7 , , , .1 i> 

1 i.07 299 222_ ... > ■ • « 

...15, 9b7 528. . 1 > » « ; • « 

158 Osi ... 11I11 

_ 22 l m:i2ii_ii. a 



I • 1 l I I I Ł 

(13,519 Ó27J. 


11 Otheb Imcome 

(303) Rer.t from real property and eąuipment u»cd jointly 


u (304) Mi»ccU*neou» rent incomc. 

u (30i) Net income from mueellaoeou* ph.iical property lp. 23). 

i« ' (306) Scparalely operated propertie*—Profit ip. . 


■ I 1 I t I 


ir ■ (307) Dó ideud income 1 p. 35).— 

ts (308) Income (rom (unded aecuritiea (p. 35). 

ił (309/ Inrooie from untunded nrcuritita and accounta 


. 111 

. , , , 


(310) Income from ainking and other re*erve funda. 


11 (311) Releaae of preraiuma on (unded debt. .I 

~ (312) Contributiona from other eumpenie* . "| 

•o (313) Miacellaneou* ineoine (p. 41).—...j 

u Total other incomr .. . . 

v Groaa '.neonie* .. 

„ III. Dtot-cTiONa From Guosa Incomc * 1 * 

r (318) Rent for rea! property and eąuipment u»ed jointly.j 1 * 1 

•» ,319) MisceUaneous renta . . * 


. 1 646 ■ 

113 '557..,. 

........ m . 

.7 .912 i 1 


. 121 353 

.513 1278 

.'442 

. NvN8. 


S X I I > S 


a j (319) MiaceUaneoui renta. .-.1 ' ' ’ I j j j * I. j, [51*1 | , , , I , , | 1 1 

» (3213' Mu.cellancou.Uxca . ...j .]iC{CĘ | .| . 

yo (321) Net !o«*» od mterllancoufl ph%#icAl property (p. 23).-.I * % t % t » 1 ,,,,,,, 

II (322) Separat.lv operated properl.ea--LoUip -'9,...• * * * j * j j 9.85 '?QU. ... . i ! • i 

» 1 (323) lntereat on (unded deht (p. .. ^ ^ ^ ''. ęQ 923. I . . • j • . J • i 

u (321) lutercat on unlunded debt ... , , , , , , , . N0N3 . 

14 (325) Amortiiation of diacou.it on (unded dcot . ’ ( j j ® | t ■ 

u (320) Income tranałerred to other compamca.**.J | ' ‘ ^ ^ ^ 1 _ 223 205 1 , , , j , , | , 

« (327) Miacellancoua in.-ome debila. * * * ) ) _v 39" 007 . , , . j • i j i 

r | ToUl dcductiona (rom Rro» income.:. ' ) , , ..| | | ...(12 i 541 322 

‘ Net income* . i . „ . . 

„ IV- Dt.ro.mov or Ner Incom. • « • * » « ‘ * * * ■ .! 

« j (328) Iniome applied to ainkine and other reaeue fuud..-. ’ * f f ! •• |.j, , , , , j , 

ii | (329) Difidcnd appropriationa o( income (p 28).-.|‘ i | " j._. 1 

<1 i (330) Income appropriationa for tnv estment tn phyaical property.|« * | j * | | ^ ^ j j n | j, , , | , 

43 | (331) Stock diseount catingtiiahcd throuRh income . | ‘ | | * |__ ń |_I 

44 (332) Miacellaneoue appropriation. o( income. * j , , , 1 1 11 1_ , , , , , | , 

( ^ | Income Lal ance tr.n.ferred to Profit and h/.‘ .I , . . I . « ■ » I ■ ■ ■> — V 

r---- * U tltScil. ndical* tn f%irntht*u 

Nm-F -Dinluctions becauce o( accclenited amortii.t.on of emcrgcncy (acli.ica ,n cceas of recordcd deprcciation rc-h.ul ,n 

redu.lion ,.( Fedcral mcomc uwes (or lh« year oi this report m the amouni . 

lf net effeel i.- m mcrcasc of Fedcral incomc iaxes, mdicate by use o( parcnthosis. 

N., redurtton ... inercie char,., to a.coun, 3.7. F.xpro SS Ta.C. duc t, prov, S ,on (o, Fedcral ;ncomc taxca dur,nu the 

' ...—. ,męrc.eord.ur, : ie_ti^ca r ^ 


^ i05_.£01_ - . a 

Ji CI... 1 . . - X , 

, I , . I , , i ..(..2 4Ji6 32.2.) 

. I*J • • r * * * * * * 

t x 1 1 x xx 

121 434 . . 

.3 j 541.1 1 1 1 1 1 • * * 

... JC(!E : .| « . . . . . * 


. XIII 

. I 

.. * 1 « 


..2 .985 204 .i... j • • 

. 60 923 ' 1 1 1 ; 1 1 | « » 

.Ń0N3 j 1 1 .i 1 1 j ■ 1 

* I . | ■ 1 1 | ■ ■ ■ ■ 1 

. 223 205 , . , 1 . , . . 

_ lU2i;22L,I . . 

.. .1 . . | . j. (12; 841 322.). 

1 . . I . . ! 1 1 ■ ' 


1 * ,.j. 

, . i. 

, . I. " 

1 II 

:: —hr 


• • XXIX 

(12ISU1 399-) 


|.,7 „( ihe Intern.ii Ke.onu- Codę and dr,«eel..l on dcductiona .eaultinR (rom the u*c of nu.del 
Proeodure 6j Jl ineurss <•( recordcd do proc i.ilion. 

|( net effert is an in< rcasc o( Fedcral income uxes, indicate by usc of parenlhes.s. 


s..jja:L;. 


' , ' . h . ‘ tu lt Lount 317 Kx,.rea» To.ea. (or „.ymen. of Fedcral income U.ca dunn, .he curr.nl i™ -f 

ec. nd ; s X;:rr......-.- 7 - 7 ^- 

.........-‘“•"-t-" . .. s .^ 






































PROFIT AND LOSS ACCOUNT 


SLow hercunder the ikmi cf thc Profit and Loaa Account of the r> tbe Income Account (p. 27) for any particular claaa of •lock ahould equal 
onrJcnt for thc ycar, ciaMiticd io accordunce mth the Uniform S>»tcm tne toial amount of d.vidcnda dcclared oo auch claaa dunog tna ye ar as 
Accounts for Ftprc* Compamca. aboiro on page Jh. 


of Account^ for Frprett Cornpau *s 

The aura of the dmdcnda r’e‘.ed in thta accouot and thoae atated io 


(401) Credit balance at heginning of year.. | t ■ i i • g i 

(402) Credit balance tran*fcrred from incofLe.. I t i t { i ■ i t g 

(403* Profit on reai p ropę r ty aud equipment »old . .. g t a s g ' g g 

(404) De!a>ed income crcdita* ... ; g g g tg ■ i 

(405) Unrefundable overchargca...I a i g ■ g i g 

(406) Miact-Uaneoue profit and leaa credita*. . g g g i g g g g 

(407) Per>it balance at beginmng of year..j..\Vr>.*.£. 

(408) Debit balance tranaferred from income.......12 , 3hi\.}29. 

(409) Surplua applied to ainkicg and omer reaene funda .. 

(410) Dr .dend appropriatioaa of aurplua f. -■> ... ... . 

• 411) .Surplue aet aaidc for iaveatmeot io pbyaical property. ...."...I. 

(412) Stock diacount eitiaguuhed tarough aurplua.. .:.A*.... 

(413) Debt diacount citinguianed through aurplua. ...A*...!. 

(414) Miecellanecua appropriatioca of surplua. ..*A.. .. 

(415) Loaa on land aolcL. I.IIąI 

(416) Delayed income debite*. yfGKl!. 

(417) Misce!laneoua profit and lott debila*.ii .393.! li7.1 

t - {?£§balance carned to Balance Sheet. 1' 

total..35 .075.7 


• D«i*iU ot priAo;*J !:«inj aAouid ba roa 

kisczll^zouz profit a:o l :sl crsdits: 


ffluta "Dobit” or •‘Credu,'* u mar t» 


.Reduc.tion In Bęferrcd fajces 

Draft. 1 ;.. crcdittą. Frc.fi t ąr.d loss in.currę.nt year 
Pro fi t, dcriyęa ..frpr. Hese-.p.ticr: cf .Pr-.nissorT Ytes 





_..Sił..ó77. ,XQ 

.2Ł..1OJ 

_ia 


ISCSU AIaCUS PROFIT A2.j 1033 DZ3ITS 

rlnes inrcsed oy U. S. .'iov3rr_iORt 

Drafts credited to Profit and Loss in prior years. oaid in current vear 


... 4. 7...a69. 

.19..203 

Penalty for lelinąuent ?ayr.ent of Licenses and ?ucis . . 


.i* isa 

Zettiement of lew York ..orld»s Fair 196ii-65 CorDoration '3 Clain 


9 eco. 

.Wri.ye. off of 5o»rvic ZxpensGS ł ..l'et. of Tax... 


. k. 167... 7.65 

V7rite off of linancmiscd ZgiKpngn*. - Tnst-nil iHnn 0Qats^ iiet of Iax. 


... 17A.559 

Miseellaneous 


U 6u.7 


ia.3?3 -71 


DIYIDENDS DECLARED DURINC THE YEAR 


Give particulare of each dividend dcclared durir.g the year and charged 
to Incotne or to Profit and Lose. For nonpar stock, show the nurober cf 
•harra in coiuoin (d) and t!*c ratę per ahare m colunin or (c). If any 
•uch dividcnd w aa pa) able in anytbing uther than caah, eiplain the matter 
fully in a footuote If ao obligatton of any character haa been incurrcd | 


for the purpoae of proeunng funda for tlie payment of any dmdend or for 
the purpoac of rcplcniahmg the treasury of the respondent after payment 
of any dividcnd, give fuli particulara in a footoote; if nonę haa been 
incurred for auch purpoac, atate that fact. 


Sasa of Mcuntr oo wfc‘ct» dl?idood «u doclarad 


1 Par t*Juo cf aoouot ; 
oo w0k*0 diłiitod I- 

*u doc.t/r 1 

id) 


DirraigLTioN or Cnoaoa 
Looomo j Profit and log 


. 

. 





.1. 

i 

! 

.i. 

! 

1 

i::::::::::::::!::::::::::::::: 

.i.1 

i 


> 

• • * 

.i.i 
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(105) Ciwtoms brokerage teea 
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INSTRliCTIONS FOR ANSWERINC QUESTIONS ON THIS PACE 


Operaling re»enuea. 

The r.turna ,n th- uppcr table on th.s raee should repreaent 
ih.- 0|<rannn Rc.rnucs ot the respondent class.łtcd in nccord 
„m-r «.ith ihe instructions cnntaincd in the Cmtorm >yslcm ot 
Account f «r Expr^ss Com|*anics. 

Srparttely operal«d properties. 

I ndor th.s headmg should be cmered nmounts rece.»nblo or 


amounta payi.hlc under the terma bt ag- cmente •» ronin. ’* 
..hcrrby thc profit or the loes rcsultmg Irom the erp.ir.ur )•”» 

I non ot the pro perty ot oihrr rota panien ha. .no in m.lri • n i. 
corporntr ex.stonce is rece.sal.le or payabW* in »h..'r o 
by the respondent. The "Set lotni” should be . .me f o 
Incomc Account nnd entered ns ' •.Separatcly Oper.led Priemr- 
Prutifor as "Separntely Operntcd Properi.es- Lo.n ” on i .or .7 


OPERATING REYENUE3 


I. TSANafORTATIOM 

(101) Eiprcaa, domestic. 

(102) Eiprcaa, torcign.-. 


(1031 Miacellaneoua.-.. 

Total traua porta non.... 

II. CONTBACT PaTMINTB 

(101) Etpresa pmilcgca—Dr. 

Revcnue (roni traruiportation. 

111. OrinAitosB Otbeh Tban TRAseeoaTATioK 


.U21 760 900 j. 

9=2 023 ' . 

LZ_ l^'622. 


...ua sil-sł;- 

.Ili&iiiiiśij 


(100' Or.lcr nnd commiaaion. 

(107) RcnU ot buildiDgr and othcr property..,. 

(lOn) Money order*.“.. 

I '100) C O. D. chcck*. 

1 (110) l.in ited and unlimited chequea. 

1 (111) Tra. elera chequea..-.. 

. (112' Tolc traph and cable transfer* . 

| (113) Lct era ot credit.-.—. 

i (114) Fore gn poatal remittance*. 

(115) Profit on eachange and othcr financial reeenue 

( 110 ) .. 

Total othcr than tranaportation . 

Total operating revenue». 


I t t 
.1 

I 1 1 I 1 I 

090-344 : 

7 i 107 

. . 

198 '194 


892 313 

!’cr.;3 

-t r 


;;;;;;;;;;;; 323 631 .! 307 . 

SEPARATELY OPERATED PROPERT1E3 


uuMWiiiaaiittuii 

# 
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COMPAR ATIYE GENERAL DALANCE SIIEET—ASSET FIDE 


IialkOr* ut bpgioti cz 

Ot >f łf 

'a) 

• 



I X > 

■ ii 

la? 

XXX 

I X 

:: ojrd 

iii 

X X 

5U6. 

:: Nd 

X X 

1 1 

163.. 

651.'. 

1 , 

500 

2 

Gv.O 

ocó 

XXX 

I X 

N CU 
. ..J. 

;;a;a 

X X 

Q 6 Q.. 


n | 

1 132 

u.; 

b 

UL 1SL- 

653,703.. 

.1. 

.. 13. 

i .....21 

535. 

560. 

r;ó 

621 

67.2.. 
ICO.. 

603.. 
002 1 

i. 2 . 

.395. 

350. 

75 

633.! 
623..I 

762 ! 

! 2 
Lik 

ll 

lb6 

2ć9 

■>,rC i 
Z£6_ 
271 _ 

i * * • 

* * * 

. . 

t 1 

31 

X X 

6P9* 

INCNŁ 

i.::: 


1 » 


1 60 

'620 

1 I 1 

. 75 

X X 

.3.7.7. 

.790. 

iip< 

22J?_ 

X X 

855 

722.. 

. 

" J. 

61233 

326.1 

1 ••• 

> & t 

I X 

1 X 

X X 
■ - ! 

7 1:02 Cli 3 1 

.213 

383 700 | 



BalASOt tl cl om pi jmt | 

(«) 

1 



XIX 

X X l 

Ihn 

i a 

X X 

q pi 

I X 

z X 

9.7.2... 





■M. 

968. 


N*l ŁhŁO(M» .iviTj 
(Locre.v# m '' v » 
at+M n r««•. j 


I S Z Z Z I X z 

...568.|5QQ. 


.MO.Nfl. 


i JON 3 

.2 iolio. 


m . 


In v EttTu evt z z z z z li z 

(bO Ti \1 hnok fbi) nłwr^ndtnt* o»n 

HdorM,cf jtv ia^*d In (6») * ł t * * | * * 

Real property &nd e^uipment (p. 25). _«l2.?.. .4*l*A . '.ii.?-.. 

Sinking funda (p. 37)...iŁl::*.... . il.-Nć!....... 

Mlaccllancous physical praporty (p. 23)..__....,fił.|?.tł§.. 

InYcatmenta m afBliatcd companica— z z z z z z z 

(A) Stoeks (pp. 30 nnd 34). 548. 5QQ . 

(£) Bonrlf. (pp. 32 and 35)........U?.Uf-.. 

(O Notes..........2 _4Q0_ OOO.. 

(D) Advancea.... .UQN£. 

Other inveatmenta-— z z z z z c z 

{A) Stocka (pp. 31 and 31). NONĘ. 

(B) Bonda (pp. 33 and 35). 2. 01*0 . 

co Note§—.......iJDNr. 

(D) Adrancee... ^ 11 

To tal icveatmcat....... 1 

Cckrent A«srni z z z jt z z z 

c«h....6 022 .)J 

Special dcpoaita................5. 

Loana and notes reccivable.....1 .555. JJ r ?... 

Traffic balancea rcccivable......li*8. !6^9_ 

Net bałar,cos reccivable from agenta and meascngcra...2Q .203- .71.0.. 

Miscclianeoua accounta receivable. 9. ,9.f?)r. 33.2.. 

Materiał r.nd supplies._...1.0.25. 355.. 

Intcreat, dividenda, and renta reccivable....... 3.6. 6ę0. 

Working fund advancea. . ............ 9 635 

Ctbcr current asdeta....... 2 794 530 

Total currcnt aaaeta. . ........ 843 

Defkrsed ABhF.T8 z z z z z z z 

| (bo Total book | n« 7 «rdent'iowTi 

łl tiCMOlW 1A9UM ICdUdMl lQ (fc) Z Z Z XI Z Z 


acocco 


. 9 . 1.685 


_2.1210522. 

_ki Jkl 1376 


(516) Insurance »ndothcrrcscrvefunds(p. 37)_ .łl*.l66,».vę}.Q.. NjOajS,. X .16.6. .669.. 

(517) Proiident funds (p. 37)_NONĘ,.J]...N3NS.. 

(518) Fidelity and indcmmty funda (p. 37)_.!'.... . ...”. 

(519) Advance paymenta on eon trać ta..... . ..^ 

(520) Other deferred aeseta.......... 53 570 1 

Total dcfcrTed aaaet*......__.... _ 229 

Unadjubted Orbit* z z z z z s z 

(521) Renta and inaurance premiuma paid in advance.... .. .35.8 m 

(522) Tazea paid in adrance..... 47^ 

(523) Diacount on Capital etock.... NCJJ:J 

(524) Diacount on funded debt...... _ n 

^525) Other unadjust^d dobita. .. Pzr rmiueof hc:dir.V»t.1 "2*3’9 669 

(526) Securit ie$ issucdor assumed—1’nplcdgcd (pp 17 and 21).26..312. izz z z z z 

(527) Socurities issucd or a^sumod—Pledgcd (pp. 17 and 21). .NONĘ. i i z l i i i x 


Tazes paid in advance...... 

Diacount on Capital etock.... 

Diacount ou funded debt.... 

^ Other uuadiustod dobita... Pzr riiueof hc.dii 

i Socurities issucdorassumed—1’npU'dgcd ([-p 17ond21).25..312. 


Tot»l unudjuoted debits. 
Gramd Total. 




"58 

570 


1 

225 

63° 


Z X 1 

Z X 

358 

X Z 

930 



591I67J 



NCH: 

. 



tt 


Pzr t»Ju« of hcldlcg tt 
ci om of y<w 

.25.312. ... 

1 

X X z 

.225.1.669'. 

N0NE 

I X z 




0 

216 

073 

.— . 

....19.3 

.139.1.63.2. 


(12 

.6.69. 

2 96) 

Z V 

Z Z 

1 

z z 

152 

1 . 

« 1 

2 C 1 


. 




- 

T 

1 

950) 

1 

Z I 

( 

150 

*18 

301 

t Z 

9353 


199 




- 




Ik 

937 

727) 

z z 

I 1 

Us 

X X 

Z X 

970): 

(20 

716 12 : xL J 


( ) Decrease 


^ V 


/' 


I 
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Supplcrientary S^atemsnt 

Continger.t Liabilities°!I?t Included in the Body 
o£ The Baxance Shoet Statenent 


Under the ot . «ml» ° f „i gf^Si^SUS* 

KrtJ tte^jroflndeSe^tno llet^rth oh the soboidUw ehall not 
exceed $ xq \ at» any tins<» 

In July, 1963 the Board ofDjr.ctor.of 1, 

pension plan for noncontract 5=uperv .^y -P j enrployo contribution. 

196ae The new plan is a funaed plan'^h Dased on th8 :n0G t 

Funding the plan w:l- to ccnpio t ‘ . t , t-hc. raot sernice liability 

sr^i^rss^ srs^sss 8 ^,* on *. 30, *«. 

The w het sold » U-u*. ^ f** 

ftSSrrS 

sstsrsrsŁE^s^^^T«. ^ - 

unrecovered coeto 
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COMPARATIVE BALANCF. SHEF.T—LIABILtTt SIDE 


Pdaac* *« b*fiac'.a| 
of JW 

1 

XXX 

XXI 

.1 

i t 

X I 

592 

y ^? r T 

1 i 

ł * 

133 < 

2 . 


1-2, 

XXI 

X I i 

^ • l 

m 

X 1 

X X 

655. 

X I * j 

li 

B.0KS 

176 

X X 

. 

462 


233 

.576 

..15 

443.j 
070. 
594. 


:ia; 

r_ 


.4 

1.948. 


mc:2. 

.ii 

..4 

17P 

.83.4 

.47.8 

.347 

1.257 
i.392. 
'146.! 

ZIM 

XXX 

I l 1 1 * 1 

■i.a.sJ.i 


» i 


92 1 CCb 1 

XXX 

i 9 ; 

L Zh 

! 1 1 

.i 

.s: 

1 

1 ! 7321021. 
li 837.1.424. 
..£.342. 


<1 i 270 

XXI 

6 682-412. 

i 1 ! 1 * 

MONĘ. 

6_5Q2 i 3L22- 

—J 

6.SC2 125 
4 047 122. 

; i 20 < 50 ; coi 


lt*a» 

f*) 


łStoce 

(b,) Tot»l b-jck 

• t cld*> of yw 


ock. p. i7).. 2.mb.sm.. 


<V) r-rti-n fc*!-* by orf^r 
rojyood*3l»lci ^-.fywir 

.1 _7.6.812._ 

I.i;q:.o .i.ji.iwi.. 


Tobą! etock liabilitier 


ZZZzZllb..Q2Q. ..7.6...6.12... 


LoNO-rzna Dzbt 

I ((h) tvjU S-t Imt-iUiT I (bo PorUnohaidhyorfcr 

| •” 1 .. 

fo. j!'_.!:- t .53..I~2...4łi3. 


pupotdrat »t cl-B* ol y 

..- 


Balfcac* tt c!om of ytAf 

(e) _ 


9 g 9 1 158 
i:o;;ś 


l! 992 -123 


Nil chnnęi darte? >tv i 

(locxtf .\3 .a L;»c«. Cf 

crt\s* o roU) 

'di 


CUHBKNT LlAUILlTltB 

(531) Loans and notes payable... 

(532) Trafie balanees payable.-.. 

(533) Audltcd ac-cunta and iva*e« urpaid..-. 

(534) Miaccilar.eous accouata payable. 

(535) Matured intereat, dividecdr, ar.d renta unpaid.... 

(536) Matured funded debt unpaid.— 

(537) Misccllaneoua advancea payable.- 

(533) Unpaid mocey orden, checka, and dra/ta. 

(533) Eiprcsa pnvilege -- 

(540) Estimated tax liability... 

(541) Unmatured interest, dividcnda, and renta payable. 

(542) Otber current liabibtiea... 

Total current babilitiea.--- 

DErrRHtr> Liabiljtieb 


2łŁ'23Ł l---C-7j.223.15-7.?.> 

lilii III! 

naiE I. 

.711133.7.. 


. 2 

.4 


16 


359.! !*55.. 
192.1.71.7. 

N.0N3.. 

IJONIS.. 

.f.S- 

m\l. 

.232.117.1. 

.8U3.I522. 


( 

zn. 

zez 

Zli 


US2 

,623.i2^J.r 


1253 

“3 


..616 

...15. 


&7. 

59.4) 


.U.,U7 


.431.5.8.6.) 
9J13.0 


uuj. p.c-jŁ.i.. 

U5lJl3S. iZ...21]om 
076 '133 ( t271'l°5; 


39l379i999-L"Oj!2Qlll8fc> 


.213.653 7 00. 


(544) LiabUity on acccunt of SdeUty a.nd indemnity funda. 

(5 45j Other ćeferred .... 

To Uli deferred liabilitir*.-.—.—.. 

Unapjosted Credits 

(546) Premium on fuoded debt.....***T . 

(547) Operating and iofurance rc8ervea...v.-- 

(54%) Accrucd dspreciation—Buddicgo and eąuipmont <p. 25A). 

(550) Accrucd dcpreciation—MiBceiUneoui phyaical property.. 

(551) Other unadjuated crcdita.. 

Total unadjuat*d credit®.^...—. 

CoRPORATE ScRPLUB 

(552) Additions to property through income and surplus. 

(553) Rc#ervca frera income and aur plus. 

Total appropriated purplua...—. 

(554) Profit and i osa balacce *'p. 25^... 

Total corpor&te aurplua.-.-. 

Grand Total . 


XX I X X X 


:mb.. 

u i 


l!id6J562_ 

l!.4l&iś& 


.5J 

.6.6 


II.3I.7i. 

225 ‘U35 
.692.129.0. 
...71.121x0. 
2L2U- 


92109U 1638 


.r.3.24. 

.11.324 


,U26. 


605 

.608. 


UUx 


.U 262.51.6 

...1. 9JS2S. 

—.Liii. 


^ 1663. 


|nc:j3 

• ’6- >i °28 


221 


(5.1 813.1.2.1 


1683 :?25_i ....(Si 81.3.15.11 
Ti^Ło- yirr i ( 121207151 : 

2 i 929 7-69 I (1.8! 020.33.2) 


.193.1.162 439. 


(201.714. 2.ÓCU) 


1949 under section 169 (formerty section 


NOTĘ —Estimated accuir.uUtcd net income t«x reduction roal.r.ed sińce December 31. 

124-A) of tho Internal Rovenue Codę becausc of ncccleroted amortuation of eme,„ .. $ ..JlCaS 

dcpreciation. 


rgency (acilities in excess of recori^d 


Fcder.nl income u.xcs becausc of accelerated depreoanon of facilities smcc December 

deductions resulting from the u?«e of tho 

ecintton. . S.5-113L..6S?... 


EstimAted accumulatod net reduction in „ 

31 ; 9 53 under prov, S ,ons of section 167 of the Internal Reeenue Codo and deprecation -jeduetaon. r. 

guideHne lises sińce December 31. 196, pursuant to Heve„ue Proceduro 62-21 in excess o, rccorded depr, 


Estimnted accumulated net income lax reduction re 


alized Since December 31, 1961 because of the 


inteslment tax credit 

authorized in the Revenue Act'ori'962 compared w.th the income taxes that would otherwise hnve been 

"Tt^teYImount of futu^ eami^s'which can be '^alized before' payjng Pedera! 
income taxes because of unused and available net operating losa carryo er ^ 02^.880 

t“-7Sl. 1 ? e 1 m 6 L7'a; c 6' e .;i4'355;7u?;2w'i2c;»«i Utii-u.* mid 

iacluda SU.Ul.2K ntilch it ls «*««. »U1 t. fałd 

duriru’ the calen-ucir yz 1 966 > 


N0TE 
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/?a 



I. Opr.HATrNo Incoh* 


(301) ChArgea for tnmjportation (p. 29). 2.811 ^60l $J0 i * * * ł 1 | 1 1 ł ł 1 

OH) Ezpress privilegea—Dr. (pp. 11, 12 and 13) . _ 86 213 103 ' ' " * I * * ‘ ‘ ‘ 

r,— _.• ..1— -“H 1 i 1 11 11 7 z z 


* Rcvcnue from traneportation. f f f , , I , , I 2^4 227 j Li67 j * * 1 ‘ | 1 1 

* (302) Revenue from operationa othcr than transjiortation (p. 29)...' , . , ] | ' . ¥"ficj"? I), 00 i ' 1 ' [ 1 > 

* Total operating revcnuee(p. 29). ‘ 01o 'i o // ‘ * * 1 * j * * 

* Net operatir.g revenue*. i t i , , , , (23US"! ?1 ~) ) * * * 11 11 

* (316) Lncollcciible revenue from traneportation . . , t ópo lori ' 1 1 1 1 1 * * 

" (317) Eiprcaa tazea (p. 43,.ZZIZIIIZZ: \ \ . !! ! I Z^fl! UUl ‘ ' “ ’* 

11 Operating income*. ‘ 1 \ 1 1 1 x * 

» II. OrnaZlZow,' . ]\ \ [ | | | \ \\ [ | * | - ^ ^ 

u (303) Rent from real pro perty and eąuipment u»ed jointly.. , , o*99 1 * x I 1 ł 1 * 

14 (304) Miacclianeoua rent incorae... * i x i 19^ '9^8 x * * 1 ł 1 * 

i» (305) Net income from miaccUaneoua physical property (p. 23)... iii t * i« 1 Q \0 ' * * * * * * * 

u (306) Separately operated propertiea—Profit (p. 29). , , * .-j Q£-^ x 1 x x x x 1 

17 (307) Divideod income (p. 35)... 7777777 . x x . ! ! ! ! . x 1 1 1 x ł 1 

ii (308) lncome from funded aecuritiea (p. 35)... i t i w x 110 302 * * * * * ł 1 

i# (309) lncome from unfunded aecuritiea and accounta........... . « i i x x 131 0~vR * * ł * 

® (310) lncome from ainking and other reaerve funda.. i x x x x x x 2i^l * * * 1 r 

21 (311) Rcle&ae of premiums on funded debt.... x x x x 10 ?r E * * x 1 1 * 

22 (312) Contrihutiona from othcr companica.... , t n * * 

a (313) Miacclianeoua income (p. 41).... t .3 232 2Ó9 * * * x 1 * 

v Toti! othcr “"o" 18 . ZUHI"!!! !! \! _3"ł£r 372 11 * ■ * * * 

7> Grosa income*. . . * /on ,V« nJwis 

■ HI. Diouctions Frou Gross Irrcouz iii , , ,, ,,, ,, 

Ił (318) Bent for real property and eąuipmeat uscd jointly... i i i 1 ICE * 111 11 1 * 

* j (319) Miacclianeoua renta. ' . y *’ o óoi"'' 1,1 11 « * 

» ! (320) Mi.eeUan.oue . .... | | | \ [ ] ] .^ * ** « * * ■ 

30 (321) Net loss on miscellancoua phyeical property (p, 23 )... i i i , , i®E . 7 i i i , i i 

II (322) Separately oporated propenie*—Losa (p. 29). a i i .*•. * * * * 1 ł * 

73 (323) Intereat on funded debt (p. 2!)... i * » i i i i .2 638 370 * * * ' ' ' ' 

u (324) Internat on unfunded debt...... t t , , 1 y 6* A8]{ I * x r 11 * * 

u | (325) Amortization of rllacount on fmdcd debt. i z i , , , , 'Ó'E.I * * * * * * 

w j (326) lncome transferred to other companica_____ ___ __ X , , ft J * * * * 

M (327) Miacnllaneoua income debits.. i i i . , , 129 7"fifi | * * * 11 * 1 | 

r Total deductiona from grosa income. i z z i z 3 030 i U~fiT~ 1 ’ 11 11 

" o- , , IV - -Estraordinary Itera -.. , ,... . , I . t IZ Ł , . L. Z.Z . . 


XI 110 302 

z z .181 . 068 ' 

z z . 10 241 

z z KCNE 


.. XXX 


«..««'.« .łJ3K£|. 

‘ » * ! 7 I Z Z .UlS.jjiil. 

* « « | I > I Z Z . i. 97.. 


z . .2.6)8 370 

, . . 11) 1834 

« . .a CHE. I. 


2|2.186 , . , , t , , 
-S23SŁ iifeŁ.|... . , , , 

. . I z . ..13.1. 500 360) 


u 01 Gosarac a*pęnsa§ " ' .....• * 11 1 1 ! ‘ * i 

« -.Y.ą.ę.ą.4i?n. He ser/e 4 on- Union Empioye a...^ nno".e-TfW- 1,1 1 1 I 1 * 

je_.„..E.xt.?ąortfeary..Inc CT e. ....r 9 - ^ - ° -.-~£ J5 £j®L «.1.?.^,! 

.“•-• feę -^ ę -- 9 ™.«..iwnsfer;^d;;te;^^^^ —. H g 

red!l^ óf D F dU d C e‘T beCaUSe ° f 8 : Cel V ftled am0rt,7al ‘° n ° f -^-=7 '-ilitica i„ exce SS of^ec^cd'de^cT-i^ re.iulied m , 
rtduclion of Federnl income Uzes for Ihe year of this report in the amount of. $ N0NE | 

Ifnct efreel is nn tncrcase of Federal income taxea, indicale by une of parenlhesis. 

Net reduction or increaae in charge, to account 317. Eapreaa T.xea, due to provi»ion for Federal income taxea during the 

Ter " ir,T C 7p* P ° f decrca - se in nel lncome b «"“ u3e -1 -ccelerated d.preciation of facilitie, unde, sect.on 

P H .O Z Ve,UJ ‘' deprecnzlton deductiona rcaulting from the uae of gu.deline liyea purauant to Revenue 

Procedurę 62 J1 m encess of recorded dcprecintion. - NQNE 

I. nel effecl 13 nn increase of Federal income taxos, indicale hy une of parenthesis. 

Amount by which charge, to m.nount 3.7, F.,pre,a T.zxc,. for .Htyment of Federal tńcomc taxe, during the current year »ere 
dccrunaed and the reported not .ncome correaponu.ngly inereazred b.rcauae of the inveatment U. credu nuth..,i 2 ed in the Uoyenuc 

Act of 19C2 compurod « Uh the amount that would olhurwiac hnyc bocn payablc withoutsuch inyoatment tax credit . . $...NQNa. 

* U (JcAclt. Indtntf la p%rrr.lh««u. 


[.I 29 TÓ 76 Toi 8 ' 
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PROFIT AND LOSS ACCOUNT 
Show hereunder the itema of the Profit and Lom Account of the re- the Income Acca 

•pendent for the year, cla-^ified in accordance with the Uniform Syztern tho total amoun' 

of AccouaU for UxprcM Corapamca. ahown on page 2 

Tłie sum of the dividenda ztAted in thia account and those atat-ed in 


the Income Account fp. 27) for any particular claaa of atock ahould equal 
tho total amount of dividenda declared on eucn claaa during the year as 
ahown on page 2S. 


/ 




/ 


(401) Credit baJance at beginning of year. .|. « . I. . 11 . .l .8UQ. ZtóLL.... 

(402) Credit balancc trannferred from income. i i t z z z i NON! 

(403) Profit on real property and eąuipment sold. z z z z z x z 2LS. .45.6.. 

(404) Delayed income credita*. z z z z z z z .NON!. 

(405) Unrefundable overchargea .j z z z z z z z . 3 60 

(406) Mieccllanec.ua profit and los* credits". z z z z z z z ..2 ..PJjjj. 3łi,5.. 

(407) Debit balancc at beginning of year. zzz z z z z 

(408) Debit balancc transferred frorn income.. .. 2 1 _ 42 .l 1 i.dh? ,,,,,,, r; 

(409) Surplua applied to sinkinię and other reserve funda. iOlfK .. > t i i i t , 

(410) Dividcnd appropriationa of aurplua (p. 9S). ”. , x , , , , , 

(411) Surplua set (undi- for inveotmcnt in phyaical property.!.. i i x i i i i ... 

(412) Stock discount eitimęuished throuifh surplua.A'.. iii ii ii 

(413) Debt diacount cxtinguished through surplua... i i i i i i i . 

(414) Mlacollaneous appropriationa of surplua..... i i i i i i i 

(4 X5) Loaa on land sold. "... i i i , j , , 

(416) Delayed income debita*.1CTIA) . i i i i i , , 

(417^ Miscellancoua profit and loaa debita*.293 1101_ t , t , , , , _ 

t - -i y- balancc carried to Balancc Sheet.. .^ ^ f* 62 _ 

_ Total . Z"LZUl.I3.Q'JOS.'" . 4l3.Q. ?Q5.. "IIII..IIZIII 

•DsUUs ot prmcipsl lumj liouM h« |1»eo. tBUls "Dsblf ot "Cr«llt,“ u aur bs sppropmu. 

IISCIIIAMSOUS PP,:?IT -AD LOSS C:ii~IT3: 

.Rę.duction..in..Deferręd Taxes . .$1 898 241? 


• « . 


...łłl.mi.TPS.. 


fSuta ‘'Dzbli" ot "CroćU," aj aur b# approprlau. 


Chęcks credited to Profit and Loss in curront’year" 
?rlcr Year He :?rv= Adju staren tz ,, 


Hi3cellana ouj 


13 6 2 62 

Z.Ó..S67 . 

.2.974. 


KISCPLiANEOlo PIO FIT A AT) LOSS DSBITŚ" 
binos ipir:Lod bv u. 2. lłovernir.ent 


■- he c ks.. ero i i ted to Prof ?.t ..and ..Loss in pr.ip_r.yg ars .»..Da.id ..in ..cur.ręnt .ysar 
„Per.aity for .Delinguent,.P&:T.ent..of .L.icensęs...ąmd...Ta.xes. 


. Cost of Carital Stock issued to Truś te ęs 
..Capital Stock for Management Consulting 5ervices 


.9 902 

.16 528’ 

.7..3U4. 


. A4 j u.? tr.e n t. Dy ę to . .He.ę o ric.iHit.lofli. o£.. .C.asih 'ZZZ.'.. 

gderał Income Assessment3 
rasćelxańeous 


.100 000 

”””"." 63 . 174 . 

U9 501 
5 519 
.5. ...293..1.0.1. 


DIYIDENDS DECLARED DURING THE YEAR 


Give part:culara of each dividend declared during the year and charged 
to Income or to Profit and Ix)8«. For nonpar atock, ahow the number of 
eharea in column (i) and the ratę per share in column (6) or (c). If any 
auch dividend waz pa> able in anything other than caah, czpiain the matter 
fuily in a footnot*. If an obligation of any character boa been incurred 


for the purpoae of proc jring funds for the payment of any dividend or for 
the purposc of replemabing the treasury of the respondent after payment 
of any dividend, give fuli particulara in a footnote; if nonę haa beeu 
incurred for zuch purpozo, atatc that fact. 


Nam* of Mcurlly oo »blcb dltldtad iu d*ci*r«d 


Km PISCIHT | pu t „ M 0( tmouol I PjTii.rnoN or C.i.os 


P.fculzr I Ez t/z 

«b> | (C> 


oo wfiiirb il.T.dend- 

«ZS (l<K.'t*/r«j 

<d) 


Profit znd lass D«c!ar*J 

m id 


TotzŁ..|.. 


V 
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INSTRUCTIONS FOR ANSWKklNG QUKSTIONS ON THIS PAGE 


Opcrminj revcnue«. 

The returns in the upper tubie on this page should represent 
the Opcraling Revenuos of the respondent classifiod in accord- 
nnce with the instructions contained in the Uniform System of 
Account* for F.xpress Compunies. 

Separately operated propertiee. 


nmounts payable under the terma .of agreemenLs or rontracts, 
whereby the profit or the loss r ulling from the separatc opefa- | 
tion of the property of othor compnnies hrwine an independent ' 
i-orporate existence is rcceivable or payable in wKole or in part 
by the resi*ondent. The "Nel total" should be carried to the 
Income Account and entered as *'Separately Operated Proj4»rties- I 


Under this heading should oe entered amounts receivable or 1 Profit" or as "Separately Operated Properties-Loss" on page27. 


OPERATING RKYENUES 


Lloa 

No. 

Account 

Aaiouni t| re . iouc 
for ira yt 


(•> 

ibt 



' 


1 

I. Transportation 

XIX 

..j.3Q 

X X | 1 X I 

63 6 624 




62li cuii 




191 / 202 - 

S 


_3fll 

MO. 670 

6 

7 

II. Contract Payments 

XXXIX XX 

86 233 103 



2? 6 

227 .667 

9 

10 

III. Opckations Otber Tuan Transportation 

.,. 

1 

I I I X 

101 435 i 




3 J821 i 




161.61? 




nc:e 


(109) C. 0. D. chocka. 


244 974 ; 

15 



NĆWE 




11 

17 



tl 


(113) Iettcrs of credit. 


t! 

19 



tt 

20 

(115) Profit on cxchange and other Cr.ancial revenuc. i. 

.".i 

21 


680 600 

22 


3 

6?2 499 

a 

Total operating revenue«. 

2?8 919 9 66 




SEPARATELY OPERATED PROPERTIES 


Nim* ot property 

la) 

Locttion 

fh) 

Profit 

(O 

Lo» 

• iii 




s 



* 



Railway Expre33 Motor Transport, 



Incorporated 

219 East 42nd Street, New York,N 

•;r 

— — - 

. I 

615 









Railway Express Aąency, 









Incorporated, of California 

21? East 42nd Street, New Tbrk,N 

‘.T 



240 


























































i 








.1 








j 








1 





_ 



















Nit Totil. 


.U.855 



| 


W 









































































COMPARAT1VE GENERAL BALANCE SHEET—ASSET SIDE 


Balłcc* it d «• ol jmr 


(501; Real proporty and equlpment(p. 25). v, 

(502) Sinking funda (p. 37).... 

(503) Miacellancoua phyaical propcrty (p. 23). 


5.061320 


NONĘ: 


_2 2li6 073 

miJźźJuź. 


332 

11 


I X X 

III 

...m 

I I I X z 

X I 1 I z 

821 972 

no:; 3 


811943 

KII 

Ł 1 { X S 

5.43 5.00. 
no:; 3 

2 

Uoc !000 


tia;3 

I Z X 

i 

x 1 : x x 

NCNH 


21040 


Na:3 

—Łtil 

" 

884 4'^3 

'■■6 

I I ! x 1 

077 331 
.. J 571 

1 

.5557313. 

. 

11.8 639 

20, 2231710 

9 > 961 ysz 

.1.C29 S55 

.I. .16: 660. 

.|.9 M5 

2 ; 794 5^0 

1 ul 

» » . 

“‘i 

J343 5Ib 

XXXI 

1^6 hvO 


iNTEBTlirKT 

(bp TctiO Nsrk (by) n«7«ni:łnt's owo 

^ »t dcc * of Jrt*f itauM u-iriy^.d In (o,) 

Real proporty and equipment(p. 25). .>.3..'^. 

Sinking funda (p. 37)....i 4 .^.*.*-*.... ł»Ćił& 


I Ść 8701 
1 22SjJ0 \ 

“ ‘‘ " 

.591 474 


) Invcfitmcr.ta in afTiliated companiea— 

(A) Stecka (pp. 30 and 34)........... ... 

( D) Bonda (pp. 32 nnd 35)... ... 

(O Not ca....._ 

(D) Ad vancca..._... 

I Other investmcnta— 

(.A) Stocka (pp. 31 r-jid 34)... 

(B) Bonda (pp. 33 tuid 35)... 

(O Notea.. .._ 

(D) Advancea..... 

Total invc8tmcnt..... 

CURRENT ASBETB 

' C&ah...... 

1 Special depoeita. 

' Loans and notea rcceivab!e.... 

Trafhc balancea receivab!e. 

Net baJaricca receivab!c from agenta and meaaeugera. 

Miscrllaneous accounta recenable... 

Materiał and auppliea._... 

Intorcrtt, duudenda, and renta receivable.... 

Workinę fund advances....._ _ 

Other currmt aaseta. . ...__ 

Total current areeta.... 

DeTERBED A6RETS 

(t>0 TotaJ book asMU rb,\ Rmpoodm;’»owo 
c i f ^ ot Iwu« lodudud la (6,) 

In«uranc»andotherreacrvefund9(p. 37).. x.V. ..USftr. . 

Pro\ ident funda (p. 37).......JjONE.. 11 

Fidelity and indemuity funda (p. 37)_.. 11 

Advance paynienta on contracta. 

Other deferred asacta.. 

Total deferred aaaeta.... 

Unadjtsted Debits 

Renta and insurance pfemiums paid in advance.... 

Taxra paid in advance..... 

Discount on Capital stock... 

Diacount on funded debt. 

Other unadiust*d debits Pw v»Jua of hoidinj? at 

.. ........................................ clAM nt ti«r 

Sccuritic* issued or anłumed—Enpledgcd (pp. 17 and 21).76.812. .... 

Securitics issued or assumed—Plcdged (pp. 17 and 20 ... ..?..5.4.9. 149 

Total unadjusted debits. 

Ghano Total. 



64 

XXX 

X X 

290 


r r?‘'~ 

t aj 


tt 


II 

XXX 

JONĘ 


.3. 

455 

i ONE I 


i loro | 
k55.l7Mi"i 
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/‘lir? 


Supplementary Statement 
of 

Ccntingent Liabilities Uot Included in the Body 
of The Balance oheet Statement 


la July, 1963 the Bcard oi Birectors of tae Comuany approved a new cension 
plan for r.oncontract superrisory ersployes to be offective on January 1, 19ćh. ’ The 
new plan is a funded plan with opticr.al employe contribution. Funding tha plan will 
be completed over ten or morę years. Eased on the most recsnt study by the’Conpany '3 
Actuarial Consurtants, the pasu ser/lce liability under the revised plan amountsd to 
approxljr.ately 57,300,000 on Juno 30, 1968. 

The Company has sold 29 tcminals ur.dar a sale and leaseback agreer.ent. 

The lease covers a twe.nty-five year term at an aggregate annual rental of 3373,CC0 
for the first ten years and 3U28,000 thereafter. 

Under the lease agreement, if the Company considers any paroel of 
-eased property uneconomical or unsuitable for continued use and occupancy, it 
raust make an offer to purchase the property at a price equal to the lessor's 
unrecovered cost. 
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COMPAItATIYE BALANCE SHEET—L1ADIL1TY SIDE 



BkUnoa »t bniaolnf 1 
ot ymi 

(•) 


t 


1 

XII 

lilii 

i 

III 

1 1 I 1 

i 

..1. 

9.99 1.6.8. 

4 


ncnb 




* ■ j * 

Ng;s. . 


.7.12.133.7 
352 455 
1.2.2 71.7 

m& . 

II | 


_ Ł£ł 

;-J2 

iii 

lica . 

73.2 171 ; 
343 5.2.2.! 
45.1.'132. 
076 133 
379 992_ 

I I I X 

mil. 

1 

It 


[.i 

iiió 

662 

I i 

416 662 

XIX 

.5 

tljll 

NOCE 

228 435' 

86 

6 29 

99.0. 


...71. 

2U0 


_9L 

9 73" 

92 

XXI 

02k.'ś^L 

1 X1X1 

NCJĘ 


6S8 928 


663 928 

T 

■SEOJrtU 

2 

529 669 

193 

169 439 


(528) 

(529) 


(530) 

(531) 

(532) 

(533) 
(531) 
(535) 
(533) 

(537) 

(538) 

(539) 

(540) 

(541) 
(512) 


(543) 

(544) 

(545) 


(546) 

(547) 

(548) 
(550) 
(351) 


(352) 

(553) 

(554) 


lUffl 

(b) 

Ekl&noa kl c. j#« of y««x 

(f) 

—li 

Si 

*OCI 

Ot) Toul bor* łiabUity 

ki cix,!4ł rt ya*r 

,_..2...?5.6...040.._. 

fbi> Portlco h*!t! by rr for 
r««^oodec( kl i <«• of i 

_.7.6..7.1.2._ 

S 

iii 

1X1 

.2 

I X 

i i 

.172 

X 1 

X X 

169 

1 

,,, 

»11 

1 

1 X 

IZj 

X X 

ooo' 


NONĘ 

i:a:E 

1 NC:1 


i 


2 179 

133 


150;coo ! 

Lc.vo-ti 

RU DlbT 

(\n) To*jił bc-c )'Abllłty 
kt r «• (.1 } to! 

hh 6L5.137 . 

(b») Pertloa h«ltl by cr for 
r«JpccC»ot kle. ** o.' ytor 

2 =49 149 ... 

* I I | I 1 

■^uu! c6? 

« « 

t 1 

588 

XXX 

•M 

‘ ‘ 1 * ’ i 

'35 1 2?'5 j 

Craarsr Luatunea 

iii 

X X 

jęjis 

X I 

XIX 

X X 

X X 



..103. 

3.10 


..61-i. 

C27J 


.4 

..?.?3. 

7o7 


in •* 

CCd 

312 


3 

743 

27 9 

::c 

bu? 

43o) 



J0NE 




- 



II 




- 




47.5. 



- 



JONĘ 




- 


. h 

.537. 

.065. 

.....(..5 

202 

io63 


.3 

651 

33.0. 

1 1 

152 

i' 92 ; 

Uczaatured internet, divideuda. • 



.4.15. 

200 ( 

35 

939) 


_24 

31610151 8 

239 

632 


42 

990241! 3 

olO 

242 

Dirimii 

Licbility on account of provident 
LlabUity on account of fidelity an 

Liabilitiz a 

1XS 

I X j X X 

NONĘ 

XXX 

X 1 

X X 



" 1 



- 


1 

4471010 


20 

.346. 


1 

_44Zi010_ 


30 

.3.46. 

Unadjuhtzd Cezdits 

III 

X X [ X X 

nc::? 

XIX 

• * 

* 11 


C 

. 7> 

.3.3.Q|.13P 


1:1 

695 

Accmed depreciation — Buildingi and eqnipm*nt (p. 25r 
Accrued depreciation — Mbcellaneoua phyaicaJ property 

i) _ _ 

e6 

4031190 


2?c 

aoo) 



...67420 


3 

750 } 


W 

4111 641 
2121451 


016 

668 




8l3 

Cobpobati Schplob 

i a i 

X 1 i X 1 

N0NE 

XXX 

1 1 

X 1 



"i 

( 

6:3 

.9.2.3; 



II I 

( 

655 

9.22 ■ 


"i 

TT?IW 

( 

427 : 97 ?:: 


i 

412: 762 

i 

116 9071 

Grand Total. 

1841 3071 640 

....(. 8..ę.=l.i.727..i 


NOTE.-Estimated accumulated not ineome tax reduction realiaed sińce December 31, 1919 under section i68 (formerly section 1 

124-A) o( the Internat Reeenue Codę because of accclerated amortization o( emergency facilities in cxcesa of r n co:ded 
depreciation. S..USH5.- 

Estimated accumulatcd net reduction in Federal ineome taxes because of accelcratcd depreciation of facilities Since December t 

31, 1953 under provisions of section 167 of the Internal Rovenue Codę and depreciation deductions resulting (rom the use.ofthe 
guideline lives sińce Decen.ber 31, 1961 pursuant to Revenue Procedurę 62-21 in excess of recorded depreciation. . R.. . 

i 

Estimated accumulated net ineome tax reduction re&lized sińce December 31, 1961 because of the investment tax credit 
authorized in the Revenue Act of 1962 compared with the ineome laxes that would otherwise have becn payable \yńhaut such 
ir.vestment tax credit.....5—.— • i 

Estimated amount of futurę eamings which can be realized before paying Federal 
ineome taxes because of unused and available net operating loss carryover on 
January 1, 1969.... 319.000.000 

. t 

* - Long Term Debt aggregating S44,065j988 includes installments of 34,189,640 which will be 
paid during the calendar year 19ó9. 
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I I. OPEEATINO INCOME S S S j t t • I t 

7 (301) Cbargcs for transportation (p. 29). ..... . j ,..345 

i \ (314) Exprcss prWilegcr—Dr. <pp. 11, 12 and 13)..... \ _79 ^77 | 387 

i Rcvenue trom transportation....| ■ g i ' s t I i i 

• ^ (302) Revenue from opcrations other than transportation (p. 29)....i , g , ! g g | , g 

• | Total operating revenuca (p. 29). j i i * t g ■ g ! 

7 j (315) Operating ezpensea (p. 40)...... i « i « * | « « | 

• j Net operatiny revenue*........ i g * g g i g 1 

• (316) Uncollfcdible revenu 5 from transportation... z i > ! g i tg 

io | (317) Eiprcss tazes fp. 43)—..._. i i s | i i g g 

II j Operating income*.... . ..... ■ g « , t t t ■ 

i 2 j II. Other Income i g s j g g ! « g 

H I (303) Rent from real propcrty and equipment used jointly... g s s | g g s g 

u | (304) Miscellaneoua rent income......i g i I g s g g 

i® | (305) Net income from miscellaneoua physical property (p. 23). i * i j g i J i i 

i® ; (306) Separately operated propertiea—Profit (p. 20). g s i i s i i r 

17 | (307) Divided income (p. 35)..... i s i g ■ I i ■ 

i* (30S) Income from funded securities (p. 35).. t s i > i s I s i 

i* (309) Income from unfundcd securitica and accounta.—. g s i | g i | g i 

w (310) Income from sinking and other reserve funds.. i t s | g s i g 

21 j (311) Releasc of premiumg on funded debt._... g « s | g s j g g 

22 ' (312) Contributicna from other companiea—..... i i i ! g s | g g 

23 (313) Miscellaneoua income (p. 41)....... g g g » s g g 

2* i Total other income...._._. g g i I « s g « 

25 ' Grosa income*...... g a s | i g i g 

» III. Deouctionb From Gross Income i i s | s i g i 

37 | (318) Rent for real property and eąuipment used jointly. g g i i g g | g g 

33 (319) Miscellaneoua renta........ g s s | g g I « s 

» i (320) Miscellaneoua taxea___........................! gis i s g s 

30 (321) Net loss on miscellaneoua physical property (p. 23)... g g i g g g g 

31 (322) Separately operated properties—Loas (p 29)...... g g i t s s g 

23 | (323) Intereat on funded debt (p. 21)......... g g s i s s s s 

23 (324) Intcrest on unfunded debt....... g s s g s g g 

34 ! (325) Amortization of discount on funded debt_.......i s > s • i i s s 

3a ' (326) Income trs.nsferred to other companiea.... i g i | g g s z 

35 (327) Miaccllaneous income dobita........ i i i i s z g 

37 ; Total deductions from grosa income..... s i i i s s s 

35 Net income*....... i s z z z i s 

39 IV. Disposition op Net Income gaz s s z z 

♦o i (373) Income applied to sinking and other resene funda. z s z z z z z 

41 i (329) Dividend appropriations of income (p. 23)......... i t i s z z s 

u i (330) Income appropnations for investment in physical property.... z s z i g s z i 

43 ' (331) Stock discount extingmshed through income.. z z * s i I s s 

44 | (332) Miscellar.eous appropnationa of income......... z g z r z s s 

45 , Tc tal appropriations........ g s g 1 s « , z s 

4« 1 Income balance transferred to Profit and Losa*.. s s i i s t I s z 


*IT deticit, indicate in parenthesia. 


NOTĘ.—Deductions becau*e of accclerated amortization of emergency facilitiea in exc< 

income tazes for the yetr of this report in the amount of. 

If net effect ia an inerease of Federal income tazea, indicate by uae of parenthesia. 


265 633:075 1 

. 3 •gbu' :'óV3"| 

...26g : .633.~p.is J 

_2p5' 651 638 | 

.3 : . 356,33.0.. 

.11.523 .0.7.7.. 

_25i-lfi9,fl55- 


I ’ Ug. 

I.!.Ji:.2S6 

..3.349. 


I.L.29.!54.1. 

I.|.39Q.!5M 

I....:.4.;.62.6. 


-IkŁifiSOJ 


95 |S09 1 


..2!.223j.3.$2..! 


-—3..320.. 


I_133Q.'£Z1_ 

I_2: 652 362 


X S S Z Z I s z 

..Luctra. 


{.22 .77! 


6. 6.03. 


-l.21j.125. 314 


.23.772 17.6. 


. , ....(23i.778.il36.) 


sa of reeorded depreeialion rcaulted in reduction of Federal 

s .NONĘ. 


Net reduction or inerease in chargea to account 317, Ezpreas Tazea. due to proviaion for Fcdcral income tazea during the current ycar and 
corresponding inerease or decreoae in net incoine bccause of acceleratcd dcprcciation of facilitiea under *ection 167 of the Intcmai Revenue 
Codę and dopreciation deductions reaulting froin the use of guidclinc livea punuani to Revenue Procedurę 62-21 in czccaa of % reeorded 

Jcpreciation.$._ 

If net fcrfect U an inerease of Fcdcral income tazea, indicate by usc of parenthesia. 

Amount by which chargca to account 317, Ezprcsa Tazc*, for payment of Fcderal income tazea during tho current year were dccreajed and the 
reported net incorne corrcspondingly incrcas 1 hecause of the investn>ent taz credit authorized in the Revcnue Act of 1962 compared with tło* uinount 
that woulil otherwise have bccn payable without auch investmcnt taz credit. $. 
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PROFIT ANO I.OSS AC COUNT 

Show hfri-und'T thc iterns of tlio Profit and I.os* Account of the re- | thc Income Account fp. 27) for any |iarticuhir class of stock aliu ild it|ual 
spondcnt for thc ymr, classificd in accordancc with the Cnifoim System thc totnl amoutit of dividcnds dcclnrcd on sucli class dnring tfu* > Mr *s 
of Account* for Eaprcaa Conipanii*. j „hown on page 28. 

The sum of lite dmdinds stated in this account and thosc atated in 


-ił 


1 (401) Credit balance aj beginning of ycar...-j * * * | * * j * * 1 -■ ■■ 

2 (402) Credit halancę trarisfcrrcd from incomt*.j i ■ i| i i | t i . J ~ 

i (403) Profit on rosi property and t-quipmcnt sold. > i t I i i I i i - i-d 532 

4 (404) Dclayed income crcdils*.. iis|ii|ss.... 

J i (405) Unrcfundablc ovcrchurgM.. . « « * * * I * * •— -- 

i « (406) Miscellancous profit and loes crcdils*. iii «i)i« . .fr J < 

7 (407) Debit balance at beginning of ycar.. „ą -• 1,1 1 1 1 « 

i s (408) Debit balance transferred from income..^3 j 1 1 ■ i i i i ■ i i i 

1 » 1409) Surplus applied to sinking and other rc.«ervc funds.i i i i ; i i i « 

| to (410) Dividcr.d appropriations of surplus (p. 28). i | i nj i i « « 

j u (411) Surplus set asidc for investment in physical property.I. tiiiiijst 

! 12 (412) Stock di<-count catinguished through surplus. . «>>•>•> 

15 (413) Debt di-count pxtinguished through surplus.I.i » » « « i • « 

u (414) Miscellanoous appropriations o( surplus.. . .i i i | « « i i 

15 I (415) I.oss on land sold. “ siijii ii 

i« ; (416) Delayed income debits*.. * «*»;** 1 1 

17 I (417) Miocellancous profit and loss debits*. . 1 5r.3 77?( i i • i | i i 

is ! t t ... balance carried to Balance Sheol..! ——-3. Li-ilŁ. 

, „ • Totai . .25. 301 p.?5 0.1301. !?$$ . 


I . | I 4 
tlili 


•DataUs of prmctpal !:ers s thould b« giT«n. tState '‘Debit" or "(.'redli," u may t-a approprlate 

|(a) accoutit U.ó - .••‘.igrrLL-d:;:" : profit y.c;s cr^ditg: 


Łeaaine Corporation 20i.Sijjity...tJ3..Iat.efirAtęi(ł.Mę.u'tfti.ner. 
. ..r — i.Od.. -.3.-Ittita JR Z.A . 

' 3 !l 

..ttk;.. ■ 


' 20 ocO |ó'(p9 

III I I | I I 
I I I j t I II 

I I I | I I | I I 

1 i i i i i I i i 

I I I i I I II 


n'ęrib;,r.3J.;rpX.i 03..or..R.E.A..OeaG).ng.;;.ęT£ę.T.Ąti?.n..i;3..(.laSe...oJ. 

i_n.Jur.ę..o.f_.l^ć5.» (. .3.9.. J) 9££. A. 3. i.3. 



$ 4 25 ;? 623 


ć .805...: 


.3} 2ę>uity i a uaCistriuatęd jorotltc af Afflilated Cocsanies (RSXC3, IN C, and its 

....Subid- : : ario; ...00 BSGStOfeSE.. jia. . 


.'33 53- 


DlUDliNDS DECLARED DUR1NC THE YEAR 

Givi* particulars of cuch dividcnd dcclarcd during th<. \enr and charecd for the purpose of procuring funda for thc payment of any di\i«H.d or for 

to Income or to Profit and Łom. Tor nor par stock, show the number of the purpoic of replcnishing the treasury of thc respondent after ;..t>r:icu: 

shar«s in columr (f) and the r.tte * t-r yhare in column (M or (r). If any of any dmdcnd, give fuli particulars in a font notc-. if i.onc hn« been 

such dividenu wad payablc in anythmg other than ca^h, explnm thc matter incurred for *uch purpose, statc that fact. 

fulły in a footnote If an oblig&tion of any cliuracter has born incurred 



Ratę 

Pr.aciNT 

. Par ratii# of Amount 

Nimf "f security on whlch ditldcnd ww doclared 

Rcgular 

| Eitra 

! on wtncti diTid^r.d 

1 was drclan-d 


DftTRiBcnoy or Charce 




/ 
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28 -a 


PROFIT AND LCSS ACCOUNT 

AHALYSIS OF MISCELLANEOUS PROFIT AND LOSS DEBITS AND CREDITS 


(A) ACCOUNT 406 - NISCEILANECjS FP.OFIT AirD LCC5 CRSriTS < CCirTHrjED): 

(U) !Iet Gain on Sale of Leasehold Interest held at New York City Property - 
Eleventh Avenue and 42nd Street 

(5) Outstanding checks remaining unpaid one year frcm issue datę 

(6) Federal Inco=e Taxeo to be recoyered froa Affiliated Conpany 

(7) Ali other items - net 

TOTAL 


$ 4 229 04l 
l8l 574 
91 000 
(1 562 ) 
$20 6cO 06o 


(b) Account 417 - ::tcceila:^:o’ : g profit and loss dseits 

(1) Adjustnent for prior year underacorual of Express Privilege Liabilities 

(2) Write-off of unreconciled variance in Cash Ealances per Books in 
connection with fiscal year-end 1969 audit 

(3) Penalties levied - U. S. Customs, Licenses and Taxes 

(4) Anortizaticn of deferred ccsts of Ccrnnon Stock issued to Trustees 
under previouo ownersnip structure 

(5) Ali other - net 


$ 1 312 0Ó8 

180 48l 
U 575 

10 000 
9 6^5 
$ 1 523 770 


TOTAL 
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INSTRUCTIOKS FOK ANSWER1NC 

Operating reeenuea 

The return* in thc u;«per tubie on thi* psige shouM rcprctcnt thc Oper- 
atiMK llfNt-nuei of the respondent cla**ih«*d in aecordance *ith thc 
in«trjrtions contained in th»* Uniform System of Account* for Expre«s 
Compitmea. 

Separately operated propertica 

Under thia heading »hould be entered amounta receivable or amouuta 

QUESTIONS ON TH1S PAGK 

— i 

1 payable undor thf terma of aercements or contracts, wherchy the profil 

I or the loss resultin* from thc reparate operation of ilu- property of <>tl.< r 
companica havin* tn independent corporate mM> -e m reccnablr r,r 
payable in wholc or in part by thc respondent. T u "Net tot.il" 
should be cnrri.-d to thc Ineome Account and entered as "Separately 
Operated Properties—Profit" or as "Separately Operated Properties — 
I.os»" on pasę 27. 

j 

- 

OPEUATING REYENLES 

I In? 
No 

Acccust 

(•) 

Atnount of rrrenuo 
for ih« your 

(b) 

Romurfes 

(e) 

1 

2 

2 

4 

5 

e 

7 

1 

I. Trankpoktation 

‘II 

XII i * * « 

3UV 8531309 

' 


(102) Express, foreign- . 

.fi 

?13 (645 ! 


:i8 '307 



J45 110 462 1 


II. CoNTRACT PaTMENT* 

t I B 


‘ 79!477 307 


UUiJ Łspresu privwcftcs . .* ■ -■ 

S33 '075 




9 


37.6.9.7.3 


11 

12 

13 


I 

..1.^96 




120 1230 

.i 



NCęiE 

. 


1 

630 503 


14 

15 

15 

17 

1S 

19 


ł 

...HGpE.. 




"I 








"i 

• 

1 (113) Lctter* of credit .. 


"1 




"i 

i . 

20 

21 

22 


i 

673 735. 


1 3 .(304 943 

1 


:...26.9.638-OiS. 


SEPARATELY operated properties 

1 .Iqo 

No. 

Nom# of proporty i Locotlon | Tront Lo * 

<b) _ <•> 1 «*> _ 


NONF 
































































(521) Rrnts and Insurance prc 

(522) Taxes paid in aavance... 
^523) Diseount on rapital stoc 

(524) Diseount on funded debt 

(525) Other uimdjustcd debila. 


Pir t iiut ot holdlr.f tt 
c\o*4 ot ynr 

5. *y-- . ?Sa 


(526) Sccuritics issued or asaumcd—Unplrdged (pp. 17 and 21) 


Grand total. 


COMPARATIYE GENERAL DALANCE SIIEET—ASSET SIDE 


H»l»ne# *t h^rmninf 
i ot yrtr 


• 

III 

III 

....139 

ii ii 

ii ii 

C.42. : .64.ć. 
;p:iEj. 1 


...64,23.1.. 

j... 

I««« 

2901049 
:gne : 


;d:!£. 

!ic;i r . 

!•„ 

II II 

JONĘ 


N*t '*.%* . • !•. » 

Baiftnoa •( c!o%* ot y*%t I r.er* t • 

er»% »!?•?♦!■ 4 

_(?) ;_ '4» 


1N VEtiTUCNT | H M III « • ■ 

| (bi) Tot»l hook uvu i (bi» lU«pon'1*nt‘« o»n 

it dov ot ) • ar uiuu luciuci 1 m it»> * > * * • 11 * • * • 1 11 

.i!«is..mi um .. . 

Sinkmg fund* (p. 37).j..|..‘.'ff:!. - ?. 1 .i:. ■ . .... 

Miscellancoui phyiicul property (p. 23). 1 . 1 . .' . 

III M II III II • 

(4) Stocki (pp 30 and 34). 1 .'...(łS; 1 —.. . . 

(fi) Bondi (pp. 32 and 3S).'_ \ \y l ... 

(O Notę. . ■ *...... 

(D) Eąuity i.n.ilstainei.Sałrnines.-.I.P33 50-.»23 j 

Other inveatn)enU— | aas I 1.1 »« m ii i 

( A ) Stocks (pp. 31 and 34)....|..i .- 


XM .v... • • 

i . 

?i ł”’j~ 


li* 55 ' m. 

HOIIE_I 


(fi) Bondi (pp 33 and 35)... • ::!V. 

(C) Nolcs...... 


121951992 

I? iii ii >i 

; „ !.l .399:035 

i .. i. 1 ...Jj.Ś&f . 1 

! „ 71 206 20Ó 

,« £.. jjiss fi 

• 25 022 '767 

a .5 .526 22.0„ 

; ,, .. .i..i?.?. Mj 

U .L.5.? • 

■ a .I..7. 750. 

J7 __ 1 123 220_ 

, ~ Ti joI 

2» 1 I t II ti 

30 iii li 11 

a . 9 .S. 432 . 

w nonę ! 

u '. MÓWE. 

» NOTĘ 

M :_5p jW 

* i4S 772 ■ 


(D) Advance*. 

Total invcUmcnt. 

CORRENT AftSETS 


.(6 31 


III II 

(502 jUo.;. 


V- 0-311........... . ....... 

Special dcponti......6 dir.. 

Loani and notci receivable.4l.|2i!l.. -• . - „ 

TralTic balancri rcceivablo .LHsH.. ...57... 

Net balance* rcccivable (rom agenti and meiscngeri.. . ~.7y 1-... • ** 

Miiecllaneoui aeeounta reccuaule..[.3 21ę . i... ,p . . 

Materiał and auppliea . t. ,.7.-.'2. .j. ", - 

Working fund advancea......7—.-... .. .... - 

Other eurrrnt aneti.^-_i 51_ -?V“ • r 'lO 

^ . 1 2C 2c7 M-.V ’ ■ ta' ' 

Total current a««eti. =^- 


Total current aneti.. 


93 432 

NOTĘ.i 

NOTĘ. 

NOTĘ 

50 31(0 


Imurancrand other rcaervefunda(p. 37). 

Provident fund^ (p. 37)..; 

Fidelity and indemnity funda (p. 37)... 

Advancc paymenta on coutracts. 

Oth**r deferred a.««et.a. 

Total deferred auets. 


Deperred Assetb III i* *« iii ii 

I (bi) Total boek I <b,» RMpond«fit*l own _ . 

•t closo ot jtir u»u*j tnciuded in ii.) ,ł ł * ,,ł *. 1 

funda(p.37)..5^252.JJJ3PJF..L.5>. -3Zl. . 

i , NONĘ 


NONĘ'. 

’ NONĘ i.. 

NONĘ _ 

5^1 .OT 


_ 

-•-5 


i U6l 121 
5.0? OUl: 

nc::e 


Rrnts and insurance prcmiunu paid in advance 

Tnn paid in aovance. 

Discount on Capital stock.. 

Discount on funded debt. 


VWADJU8TEO DeIITR m ! II * * III «» »» 

, W U7SI Q7? U )1 < "ii. 

niums paid m advance.rr'..7 .iJ .- • 


6q ... 

i. i:e| 

.Ń'flN'2'i 


.. 2 365 a 2I t . i.i _ j . i ,.#. 


.(A). ,Ai 5 puA>...iKrT. 9 rię.r.tó..fi]..ŁSCi t ^i.ęd.Ereviouc..xe.ąrj..,Ręc.ląssified..to..cąteeory..A.-.. 9 \?tcęr;s.'.’ 
... i.n. current .year............. 
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BALANCE SHK'’T SUPPLEMENT 

contingh;^ liabilities 

December 31 > 19&9 

(Not Reflected in Balance Sheet Liabilities Page 45) 


(1) PENSICN PLANS 

(a) Suppler.ental Retirenent Plan $3,440,000 

This plan covers substantially all employees not represented by collective bargaining 
agreements. The amount shown represents the excess of the actuarially ccnputed value 
of vested benefits over the amount in the pension fund as of January 1, 1969 . 

(b) Unfunded Retirement Plan $2,900,000 

This older plan ccvers former employees. Although the company is not legally 
obligated to continue payments under the plan, the amount shown represents the 
estinated liability at June 30, 1969 . 

(2) SUIT FILET AGAINST CCMRAirY AS CO-DEFENDENT 

This suit seeks damages or recession of sale to the public of 175,102 shares of 
Integrated Container Serrice Industries Corporation fotacon Stock,which were acąuired 
by converting Freferred Stock (convertible.to 1.5 shares comnon) received frcm 
Integrated Container for an additional 13$ interest in H E A Leasing Corporation. 

(R E A Leasing Corporation was fully disposed of tc Integrated Container by November 
1, 1969 .) The gain to Railway Express on sale of the Integrated Container comnon 
shares a?proximated $ó,500,000. Counsel is of the opinion that the suit is without 
substantial merit. 

(3) 03LIGATI0KS UNDER LSASE AGREEMENTS $12,500,000 PER AIINUM (APPROXIKATE) 


A major portion of the Company's leases of terminal facilities, offices and trans- 
portation eąuipment are for terms of three years or less. 
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COMPARATIYE BALANCE SHEET—LI A BI LITY SIDE 


! Lin# 
I No. 


1 

I ^ 

i! 

I e 

| 1 

i 9 

I 10 

* n 

i 12 


Balinc* »C bf^lnning 
of y#ar 

.... 

‘ 

"2 

* * 

X X 

178 . 

‘ O* M 
n 

_ 


ko:: i 

2 


XXX 

'W 

* * 

Z. ł 

0 " - 5 

X X 

X l 

b- - | 

XXX 

:; 0 K 3 

X X 

4 

102 . 

223 

^5 C 1 

767 " 


U«m 

o» 


Stock 


(528) Capital ►tock (p. 17). 

' (529) Premium on Capital «tock. 

Total stock liabilities. 


5 


£.4.59.. 




Long-tehu Df.bt 

| (oi) Tot%l book lUbillty 
et o( y#ar 


(b t ) Por.lon hfld by or for 
!<s^oi.ó'r.t ot clc.*# of yw 


(530) Funded dcbt unmatured (p. 21) L..2..Hv.ft..52Z. 

CURRENT LiABILITlES 


H&J*ne* it cIom of yetr 

Net chanr# du;tr .8 y t\r 
(Incre<ise In Lii t! - 
ctroM la re j) 

(0 

(dl 

• 

' 1 i 

XXX t X • XX 

XXX XX 1 XX 

XXX XX IX 

. 2 ... 42 . 6 . . 66 . 3 . 

XXX 1 XX XI 

247 5 : 

1 i - 

1 - 


1 247 : 5 :.. 

XXX ! XX IX 

XXX ; XX I XI 

‘' 7 *o 4 ' 6 : 2 ' 

XXX XX XI 

a) (4 301 30 o 


(.532) Traffic balanccs payable. 


7.U. 


.3j.7tó..f?.75...! (534) Miscellaneous accounta payable.. 

(535) Matured interest, dividend*. and renta uopaid. 

(530/ Matured funded debt unpaid. 

(537) Miacellansous advunces payable. 

(538) Unpaid noncy order*, checks, and drafts. 

6.'53.L.v.v3L-, (’39) Exprt** privilege liabilities. 

19 !.(.510) Estimated tax linbility. 

.(541) Unmatured intorest, dividends, and rent* payable.. 

2^ 1 31 ^ ^-O i (542) Other current liabilitie.n. 


13 

u ! 

14 i 

18 ' 

H 

18 


lico:;: 
;;ęi;b 




i 

i : i i 

K0.77 

•L .-323 


19ĆT" 


Uo2\' 


1 183 r- ; - 

i 3 . 9 : 69 ? 

3 .ii 5 .i<kQ .(i?.!.:.?!:;. 

MONSł i ii- 


ałÓI«£j! 


1 x 

IIOl 


1 


Total current liabilities. 

Deterred Liabilities 

. (543) Liability on Account of provident funda.... 

IJOlic;.| (544) Liability on account of fidelity and indemnity funds.. 

U47 r 1_ (515) Other doferrcd habilitics. 

Total defcrrcd liabilities. 


. 55 -!.k 7 . 5 .|.I....? 5 .i. 9 .v.?.. 

.atONE 1 .!.. 

6 632 632 2 ; 095 1 5 o~ 

. 3 . izL -.aas..(220/uu 

I L101 2 ol ( 4 / g; 

‘ 'i' 7 ' 0 'i'b; 9 18'1 .7 71 ' 299 j 7 4 7 

rrTUi 312 -. ■' 


\W7-r 


11 

•NONEl 


BONĘ .| ! 

I 68l ! 78U (‘765/227 


^Ł:JŚL'.'.’.”.'...:(’76!5/22 ; : 


I I I I I Z I 1 I 1 i Unadjusted Credits 

I.iNCijE.. (346) Premium on funded dcbt. 

1 5 {33-9 9-3?.. (547) Opcrating and insurnnee rcservcs.. 

j 86 j475 190 8 ) Accrucd dcpreciation—Building* and cquipment (p. 25A). 

I.j. . 67 . 49 . 0 .! 0) Accrued dcpreciation—Miscellaneous physical property. 

! :4ll..6'4l_i (551) Other unadjusted credits. 

j c ~_— ' — Total unadjusted credits.. 

UlI|I< ,, CoRPOnATE StJRPtUS 

KOrTEl.! (552) Auditions to property through income and surplus.. 

iJClIĘ 


l:o:31 

6 : 237 /.3 30 


2 1 907.70: 


"'62' 3491286.T 4 i‘o 53 T 9 i:' 

._ -§ 7179 . 5 . .?c . ; 

_(5 ; o79 082 ) (o 291 


1 :412 / 

' ! 


18U/3C7..64C 


(553) Rcserse.s from income and surplus. 

= Total appiopnated surplus 

(554) Profit and loss balance (p. 23) 

Total corporate surplus. 
Grand total 



(ji 533 

CU, 532 

I 25 . 317 .I 765 . 


NOTĘ.—Estimated aecuinulŁted net income taz rcduction rcalizcd sińce Dcccmbcr 31, 1949 under scction 168 (formerly section 124—A) of the 
Intcrnal Rcv»nue Codc because of acceleratcd amortization of cmergency facilities in exccsa of rccorded dcpreciation.S.MG.JE.. 


Estimated accumulated net rcduction in Fcdcrai income t»xcs bccause of acceleratcd deprcciation of facilities sińce Deceinher 31, 1953 under 
provisions of scction 167 of the Intcrnal Revenuc Codc and dcpreciation deductions resulting from the uae of the guideline lives sińce Dccember 31, 
1961 pursuant to Rovcnuc Proceduro 62-21 in excess of rccorded deprcciation. 


l5,.112.-989- 


Estimated accumulated net income tax rcduction rcalizcd sińce Dccember 31, 1961 because of the investmcnt tax credit authorized in the Rrvenue 
Act of 1902 compared with the income taaca ihat would otherwise hav* bccn payable without such mveetmcnt tax credit.S. 9./.:. ..r. 

Estimated amount of futurę carnings which can be realized before paying Federal Income Taxes ^ 
because of unused and available net operating loss carryover on December 31. 1970 $16 000 000 

(A) This amount includes installments of .$>4,747,695 which will be paid during 
calendar year 1970 . 


I 


» .\J1 
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INCOME ETATEMENT 

300- OPERATING RE7ENUES 


310 Domestic Express. $30*5 Q 97 003 

320 Foreign Express. ( 1 922) 

330 Interline Express. 1 9&5 151 

340 Other Express. 

350 Other Revenue. 4 087 391 


Total Operating Revenues. $313 237 4có 


500- OPERATING EXHJiSES 


510 Eąuipment Maintenance. $ 13 950 593 

520 Transportation. 164 24l 638 

530 Terminal. 106 928 792 

540 Cperatior.s. 3 3^1 434 

55C Marketing. . 

560 Finance and Administration. 16 678 704 

570 Personnei. 910 "33 

Sxeeutive. 9 353 8l2 


Total Operating Expenses. $324 40ó 052 


Ket Operating Revenue. Ś(ll 163 566 ) 


600-NONOPFRATIKG IKCOME 


610 Koncarrier Inoone.'. $ 3^5 034 

620 Interest Income. 301 492 

63 C Dividend Income. 

640 Other Income. 665 254 


Total Nonoperating Income. $ 1 331 730 


Total Income $( 9 836 786) 


700 -nonoperating enpenses 


710 Interest Sxpense. $ 2 639 296 

720 Debt Expense ?Jid Credit. 

730 Other Expenses. 496 380 

Total Nonoperating Sxpenses. $ 3 135 676 

Ordinary Income Before Income Taxes. $(12 972 462' 


800-INC0MF TA/CES ON ORDINARY INCOME 


8l0 Income Taxes on Ordinary Income. $( 140 2?3^ 

Ordinary Income. $(12 832 239) 
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INCOME STATEMENT 

900-EXTRAGRDINARY AND PRIOR PERIOD ITEiS 
Extraordinary Iteas (Net). 

Prior Period Iteas (Net I..!."."!!!!!.'.'!.* .*!.....’. 

Incoae Taxes on Extraordinary and ?rior*Feriód*iteńś! 


Total Sxtraordinary and Prior Period Iteas. 
IwCOME (OR LOSo.. 


900 -extraordi:;ary atid prior period its.js 

^' Account 910 - E:-:tracr dinary Itar.s ( Het) 

(1) w!! v ai . n 2? Sale 01 ' La “ d and Suilding - Wooster Stre-t 
New York City Property ’ 

(2; Eąuity in undistributed net earnings of Affiliated Companies 
(Rexco, mc. and its subsidiaries) at Deceaber 31, 1970 

\3) Penalties Levled - U.S. Customs, Licenses and Taxes 

(b) Loss and Retirements of Land and Buildings 

(5) Ali other Iteas - Net 


< B > Ą ec °tnt 920 - Prior Period Iteas (Net) 

(1) Prior Year adjustment to reflect unit depreciation on 
Revenue Eąuipaent 

(2) Prior Year adjustment to reflect unit depreciation on buildangs 

(3) Writeoff of over-the-road Franchise Costs 

(U) 0utstandir -« che = k * remaining unpaid one year froa issue datę 
151 subsiii “ y 
(6) Ali other Iteas - Net 


Earned Surolus Accoun t 

Deficit January 1, 1970 (p age 45 ) 

Ordinary Incoae (Loss) (Page 27 ) 

Less: Account 910 - Extraordinary Iteas (Net) 

Add: Account 920 - Prior Period Iteas (Net) 

Deficit December 31, 1970 (Page 45 ) 


$ 238 209 <k) 

( x 878 730)(3) 


$( 1 640 521) 
$(14 472 760) 


$ 230 566 

136 6S4 
( lU 731) 
( 116 167) 

1 857 


Total 

$ 

236 209 

ition on 

$( 

1 550 764) 

■tion on buildangs 


266 426 


( 

795 650) 

roa issue datę 


213 080 

- Past Service 

( 

6 300) 


( 

5 522) 

TOTAL 

$( 1 878 730) 


$( 3 120 622) 
(12 832 239^ 
(15 952 boi) 


238 209 (A) 
U5 714 052) 

( 1 878 730 )(B) 

$(17 593 382) 
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COMFAPATIYE GENERAL BALANCE SiE-ET - AS3ET SIDE 


100-ASSETS 
110-Current Assets 


Balance at 

Begiming Balance at 

lear Close of Year 


$ (484 596) 111 Cash. $ 625 972 

112 Temporary investr.ents. 4 300 000 

186 014 113 Not.es receivabie. 25 646 

27 Ó35 786 114 Accounts receivable. 27 299 764 

(845 423) 115 Keserve for ur.collectible receivables. (2 000 000) 

786 961 116 Materiał and supplies. 731 636 

5 4l8 348 117 Prepayments. 2 044 695 

312 17ó 118 Affiliate receivables. 625 404 

119 Cther current assets. 


.$33 C09 264 Total current assets. $33 653 117 


$46 091 780 

121 

120-Tangible Property 

Operating property. $119 316 8o4 

Less: 122-Accumulated Depreciation. 77 711 363 

$41 605 441 

1 694 

123 

Non-operating property 90 

Less: 124-Acc'sr.ulaoed Bepreciatior.. 89 

C07 

li 

1 732 

$46 093 474 


Total tangible property. 

... 

$41 607 173 

$ 2 033 508 

131 

13C-Perr.ar.ent Investments 

Affiliate investments. 


$ 2 177 308 

2 110 654 

132 

Other investments. 

... 

2 169 545 

$ 4 144 162 


Total permanent investnents. 

... 

$ 4 346 853 

■P 

l4l 

140-Cther Assets 

Intangible croperty. $ 

Less: 142-Accusiulated amortization. 

_ 

$ 

(7 645 685) 

143 

Deferred charges . 


1 205 800 

54 907 

144 

Special funds. 


4l8 490 

$(7 590 778) 


Total other assets. 

• • • 

$ 1 624 290 

$75 656 122 


TOTAL ASSETS 


$81 231 433 


Met Change 
During Year 
Increase 
(Secrease' 


$ 1 110 570 
4 300 000 
( 160 366) 
( 336 022) 

(1 154 577) 
( 55 325) 

(3 373 653) 
313 228 


$ 643 853 


$(4 486 33?) 
36 


$(4 486 301) 


$ 143 800 

58 891 


$ 202 ó91 


$ 

8 851 435 
363 583 


$ 9 215 Oc. 


$ 5 575 311 
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BAŁAM CE SUE ET SUPPLEMENT 
COMTIMGEMT LIABILITIES 
December 31> 1970 

(Not Reflected in Balance Sheet Liabilities Page 


(1) PEMSIOK PLAUS 


(a) Suppler.ental Retirement Plan S3,250,000 

This plan covers substantially all employees not reprecented by collective bargainir.g 
agreements. The ajr.ount shown represents the excess of the actuarially ccmputed value 
of vested benefits over the a-T.ount in the pension fund as of January 1, 1570. 

(b) Unfunded Retfrcrr.er.t Plan Sl.prO.Oi 

This older plan ccvers former employees. Althcugh the company is not legally 
obligated to continue paynents under the plan, the amount shown represents the 
estimated liability at June 28 1970. 

(2) SUIT3 FILET AC-AIMST COMPANY AS CC-DEFEHDAMT 

These suits seek damage or recission of sale to the public of 175>102 shares of 
Integrated Container Seryice Industries Corporation Common Stock, which v:ere acąuired 
by converting Preferred Stock (convertible to 1.5 shares common) received from 
Integrated Container for an additional 13żó interest in REA Leasing Corporation. 

(REA Leasing Corporation was fully disposed of to Integrated Container by Uoyeraber 
1, 1969.) The gain to Railway Express on sale of the Integrated Container common 
shares approximated $6,500,000. Counsel is of the opinion that it is not yet possibl 
to ascertain whether th^re will ultimately be any liability imposed upon the defendan 
Under the terns of the w .derwriting Agreement for the sale, the Company is indemnifis 
by the seller and underwriters against liability arisir.g out of alleged untrue scate- 
ments or omissions of materiał fact contained in the F.egistration Statement of 
Frospectus. 


(3) 03L::-AT1CMS UMSER LEASE AGRESMEMT $7,500,000 per ammum fA?PRQXiMATs) 


A major portion of the Company's leases of terminal facilities, offices and trans- 
portation eąuipment are for terms of three years or less. 







T 
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cokparativs CTirJJi. falanon SHr:-:? - ltabtlity side 

200-LIABILITIE3 


210-Current Liabilities 


Balanoe at 
Beginning 
of Year 

$ - 212 

- 213 

7 227 047 214 

- 215 

4 003 485 216 

25 559 503 217 

522 211 213 

57 823 219 

$37 375 069 


$ 4 157 672 221 

222 


$ 4 157 672 


$ 340 000 

35 324 2ć2 

$35 664 262 


Dividends declared. 

Notes payable. 

Accounts payable. 

Income taxes accrued. 

Other taxes accrued. 

Accrued exper.se =. 

Affillate ; aj bies. 

Other currer.t liabilities. 


Total currer.t liabilities. 


220-Lcng-Term Cbligations 


Eąuipment obligations. 

Bonus.. 

Other long-term cbligations. 


Total long-term obligations. 
230-Advances Payable 


Affillate advances payable. 
Other advanoes payable. 


Balance at 
Close of Year 


5 000 000 
4 246 636 

6 171 125 
30 396 600 
133 972 
473 064 


Net Charge 
During Year 
Increase 


( 2 980 411' 

2 162 640 
4 837 097 
( 3S3 239) 

420 261 


Total advances payable 


$ 46 426 417 $ 9 051 343 


$ 6 609 334(A) S 2 451 662 


$ 6 609 334 $ 2 451 662 


$ 840 000 $ 500 000 

33 633 533(A) ( 1 670 72?) 

$ 34 493 533 •?( 1 170 729; 


$ 7 397 309 24l 

(8 244 256) 242 

$( 846 947' 


240-Other Liabilities 


Reserves. 

Deferred credits. 


Total other liabilities 


250-Shareholders 1 Eąuity 


$ 7 926 293 
942 550 

$ 3 868 843 


$ 528 994 

9 1S6 306 

$ 9 715 790 


2 426 688 252 

253 


(3 120 622) 255 
$( 693 934) 


$75 656 122 


251 Preferred stock. 

252 Coimon stock. 

253 Capital stock subscribea. 

254 Capital surplus. 

Earr.ed surplus. 


Total shareholders' eąuity. 


TOTAL LIABILITIES 


2 426 688 


(17 593 392- 


(14 472 760) 


$(15 166 694' $(14 472 760. 
$ 81 231 433 $ 5 575 311 


Notę: Estimate( j accunulated net reduction in Federal income taxes because cf accelerated 
depreciation of facilities sińce Decenber 31, 1953 under provisions of section 167 of the 
Internal Kevenue Codę and depreciation deductions resulting from the use of the guideiine 
iives sińce December 31, 1961 pursuant to Revenue Procedurę Ó2-21 in excess of recorded 
depreciation. $ 5-H2.669 

Estir.ated accumulated net inccme tax reduction realized sińce December 31. 196l because 
of the inyestr.ent tax credit authorized in the Re/enue Act of 1962 ccmpared with the income 
taxes that would otherwise have been payable without such investment tax credit... $ 129,513 

Estimated amount of futura earnings which can be realized before paying Federal Inccme 
Taxes because of unused and avaiiable net operating loss carryover on December 34,1970 ■!" 3.900, ~ 

(A) Tliis amount includes installments of $3,270,572 which will be paid duri.ng calendar year 1971. 
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/<) 7/ 

INCOME STATKMENT 

300 -operating revenues 

310 Domestlc Expresc. $258 6l4 118 

320 loreign Express. 

330 Inter linę Express. 1 -726 918 

340 Other Express. 453 32.9 

350 Other Revenue. 2 910 384 

Total Operating Revenues. $263 404 739 

500-OPERATIIJG EXPENSES 

510 Eąuipraent Maintenance. $ 48 540 

520 Transportation. 436 374 O 57 

530 Terminal. 85 790 487 

540 Operations. 3 rjęj 022 

Marketing... 9 171 099 

560 Finance and Administration. 43 473 qQ<j 

570 Personnel. . . . . . . 962 556 

590 Executive. 5 jgg 2 66 

Total Operating Expenses. $272 709 555 

Net Operating Revenue. $ (9 304 616 ) 

600 -nonoperating income 

6 lO Noncarrier Income. $ 262 198 

620 Interest Income.] 251 843 

630 Dividend Income. 

640 Other Income. 4 253 778 

Total Nonoperating Income. $ 1 767 849 

Total Income $ (7 536 997 ) 

70O-N0N0PERATIIIG EXPEKSES 

710 Interest Expense. . . $ 4 946 258 

720 Debt Expense and Credit. 

730 Other Expenses. 250 700 

Total Nonoperating Expenses.. $ 2 196 958 

Ordinary Income Before Income Taxes $ (9 733 955) 

800-INCOME TAXES ON ORDINARY INCOME 

* 

8lO Income Taxes on Ordinary Income. $ ( 42 559 ) 

Ordinary Income. $ (9 694 396 ) 
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IMCCME STATEMEI1T 


( 


900- kttracrd: ::ar v .ait prior period items 


910 Extraordinary Itcr:.3 (i.'r»t'. $ 

920 Prior Period i tema (Met . 

930 Income Taxes on Extraordir:ary and Prior Period Iteras. 

Total Extracrdinary and Prior Period Items. $ 

MET nCOME (CR LOSS). $(9 691 39ó) 



EARIIED SUF.PLUS ACCOUNT 


Deficit January i, 19 r i 'ragę 45 

Add: 1971 Adjustments applioabie to year 1970 


$(17 593 382) 
( 1 188 320) 


Adjust.ed Deficit January 1, 1971 
Het Ircrrr.e O- es Page Cc 


(18 781 702) 
( 9 691 396) 


Deficit Deeember 31j -971 Pace 45 


$(28 473 098) 


J 

Met Income does not irclude Railroad Notę Interest anounting to $1,020,238 



i 

I 

f 

j 


( 
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Balance at 
Beginning 
of Year 


$ 625 972 

4 300 000 
25 646 
27 2«9 764 
(2 000 000 ) 
731 636 
2 C44 695 
625 404 


$33 653 U7 


$4i 605 44l 
1 732 


$41 607 173 


$ 2 177 308 
2 169 545 


$ 4 346 353 


A 

4> 

1 205 800 
4l8 490 


$ 1 624 290 


COMPAKA:'! V" OYAEHA:. hA:.A:; AE STEET - ASS7T 3IBE 


100-ASSETS 
110-Current Assets 


Het Charge 
Buring Year 

Balance at Incres.se 

Close f Year (Caere'se 


111 c ash. $ 602 9 Có 

112 Temporary investments. 660 000 

113 Notes receivable. 64 076 

114 Accounts receivable. 21 806 69.2 

115 Reserve for uncollect : ble receivables. (1 500 000' 

116 Materiał and supplies. 262 722 

117 Prepayner.ts. 1 761 851 

118 Affiliate rece. ables. 857 025 

119 Cther current assets. 


fotal current assets. $24 515 272 


$( 23 066 : 

( 3 ' 4 

3' J 430 

1 K liOS I'"' 

v ) --'i ■ . 

500 C <0 
( 468 014 

( 232 

23i 


$( 9 137 


120-Tanglble Property 

121 Operating property $104 380 464 



Less: '.22-Accumulated Bepreciation 

69 995 166 

$34 385 293 

$( 7 220 

123 

Hon-operating property 

9 200 




Less: 124-Accumulated Oepreoiation 

3 707 

5 493 

3 


Total tangible property. 


$34 390 791 

$( 7 216 


130-Permanent 

Investments 



151 

Affiliate investments. 


$ l 885 472 


132 

Other investments. 


2 087 749 

cl 


Total permanent investnents 


$ 3 973 221 

$( 373 


l4o-0thcr Assets 

l4l Intangible property. $ 

Less: 142-Aecumulated Amortization. 

143 Beferreć charges. — 

144 Speoial funds. 


$ - $ 

841 478 ( ’64 

3 905 970 3 ^87 


Total other assets 


$ 4 747 443 $ 3 123 153 


$81 231 433 


TOTAL ASSETS 


$67 626 732 $(13 604 701: 


co o I o t— I co r* t- o ! cm-4- 
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RALANCE SilEET SUPPLD5CIT 
co:.'Tirr.E::T ; tabuhie s 

Decemher 31, 197i 

Ciot Reflected ir. Ealance Sheet Liabilities Pa C e 4i> 


PHirSIOri ?:A"S 


(a) Ourniemental Eetire-ent • MU 

* * ' -— 1 - T • - 


Th.s plan covers sutstantiaily ail employees not rerrasentei r,-- collectire 
agreer.er.ts. ir.e ar.ount shoun reprecents the excesc ot the aetuarialJ.-/ cc:..-, 
01 vested benefits eter the amount in the pension rand as o:’ January i, 1/, 


b : Unfun-łed Retiremer.t Elan .*.2,900,000 


This older plan covers ftmer employees. Although the company is not lercJ 
obligated to continua payr.ents ur.cier the plan, the anount she.n rerrese.ntc 
estimated liability at June £7, 1971. 


3'JTTS FI LEE ACAIE3~ CCy.EA.7Y AS CO-DEFEtJDENT 


The suits pend.ng agair.st the Company as a co-defendent on December 31, 197 
filed by stcckr.olders of Intervay Corporation (forrr.erly Integrated Containe 
o orvi.ee Industries, -no. wers settled pursuant to an Agreemer.t bet-:esn the 
parties approvet by rhe U. S. District Ccurt on Decem.ber 16, 1971. pha 
C-T.pa.ny -s exer.pted :rom. liability for ar.y paym.ents nursuant to such 
ngreement. 


ięlioati ::3 i~:rsH iease ajrezic-iit rMco.coo per athto (apprqxima-t ' 


A major portion of the Company's leases of terminal facilities, offices ani 
transportanion eouirment are for teras of three years or less. 
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* On September 30, 1971, REA Express filed a suit in the U. S. District Oourt for the 
Southern District of II.Y. cor.tending inter alia that said notes amounting to 
$27,206,000 are nuli and void. A cepy of RZA's compiaint on said suit is available 
upon reąuest. Ir.terest is not currently beirg paid on the notes. Accordingiy, the 
Board of Directors, on Decenber 21, 1971 directed that these r.otes be removed frem 
"other obligatior.s" and reflected in Stockholders ’ Eąuity. Interest at Decenber 
31, 1971, ar.ounting to $1,020,238 is also reaioyed fron current liabilities - Accrued 
• expenses and added to Stochholaers' Eąuity - Earr.ed Surplus. 
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CPHPARAHVT GiTIERAL EArA'irr: S1SET - LI AGI LIT/ SIE?: 
200- LIABILITIES 
210-Current Liabilities 


Balance at 



Beginning 



of Year 



$ 

212 


5 000 coo 

213 


4 246 636 

214 


_ 

215 


6 171 125 

216 


30 396 600 

217 


133 972 

218 

Affiliate payabieB. 

479 084 

219 


5 46 426 41 ? 


Total current liauilit.es . 



220-Long-Term Cbligations 

$ 6 60 ? 334 (A' 

221 


- 

223 

Other long-term obligatiens. 

$ 0 009 334 


Total lcr.g-term oblii^tion. 


$ 34C OOO 231 

33 653 532(A) 232 


* t i, i 

«> v4 h v S 


3 >;o 


7 92t 293 
«)»*'■ _562 
?~~tob 593 


2 420 633 



?4l 

242 


251 

252 

253 

254 

255 


Balance at 
Ciosa f Year 


5 000 000 

6 272 910 

5 544 622 
31 26^ 233 
421 136 
8f3 3 70 

4 1 37o 2b-} 


Het Chan,"? 
luring Year 
Ir.crease 
Lecrense 


$ 


2 026 274 

( 626 503 

872 633 
„37 164 
3<40 254 

2 • 7_ 


230-Advances Payable 

Affiliate advaroes payable.. 

Other advances payatle. 533 026 37*’ 

Less Totes heli by Railroads 27 2*2- 37 1 - * 
Total advances payacle 

240-Cther Liabilities 

Reserves . 

Deferred credits. 

Total other liabilities 

250-Shareholders' Fąuity 

Preferred ctock... 

Connon .. 

Capital stook subscribed. 

Capital surplus. 

Earned surplus. 

Ao^ustment for ra^.1 notes * 

Total Shareholders' eąuity 

TOTAL LIABILITIES 


3 3 007 jTT r , 941 ~T5 

$ 840 000 $ 

5 320 00 0f A) (27 333 533 ^ 


$ 5 586 324 
1 187 209 
j 6 773 533 


2 4 i 6 268 

(28 473 099 ) 
27 2Cż 3 7 fc 
$ 1 140 j4o 


S( 2 339 969' 
244 659 
:( 2 090 310 


( 


10 420 ) 


;io 879 716' 

2 7 206 3 7 h 
5 ló jlo 24? 


$ 67 626 732 5(13 604 701' 


Estimated accunulated net redut t i on in Federal ir.oome ta:,es because of f 

denreciation o-' facilities sińce Lecerr.ter 31, 1953 under provisions of seotion lof ot -ne 
Internal Rerenue 2ode ar.d depreciation deductions resulting frc-r. the use ot the ruideline 
lives sińce Eecember 31, 1961 pursuant to Rever.ue Procedurę 62-21 in 5 , 113,689 

depreciation . 


of the 
ta/.es 



13 


Estimated amount of futurę earnings which can be realiced before paying Federal Income 
Taxes because of ur.used and available net operating loss carryover on Eecember 31, 1971 53?, i'C0. 
(A) Thia amount includes installments of $1,935,171 which will be paid during calendar year 


TT 


200 
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PROPOoSD zrc?Ri*:s cc*:t. o a.c? 


nnsT i 


/I 


9F<C(HD; 


. \ 


THIF.D i 


/ 

us 


At tho top of paco 73 (proof of July 2, 1923) of "Roport and Pica 
for fUture Conduct of Zanre.ia Businoss", provicion ic mado that all 
lntercst chargcc ia ccnncciioa with any bcndo prcscntly i 3 auod or 
horoafter to bo iscubd by tho Ibrprecs Conpr.ny cast bo takon car 3 
Of beforo cny net carnirgc aro distributed to tho Sallrcado aa 
roatal for tho uca of thoir facllitiGo (this, ho.7ovor, 1 e ozcIugIto 
of tho obligatioa to pay tho ratlroads 85^ of tho erprees roYCnuo 
on car-load traffic). 

Purina tho tvrolvo rcaths 6.-.ding Eeneuber 51, 1925, tho ozpross 

rovenu€rjof tho Clnss Cno Eallroads rf tho Uaitod States aęs-srntci 
$149,172,697; durlng tho correcpcnding f.?olro montlis of 1927, tho 
©rprcr.3 rerc.iuca of tho Clano Cao Raiiroada argrogatod C1<.3,571,2S2. 
Thoroforo, incofar r.c a rcuuonabla prorision for tiking caro cf 
tho intorest chsrgoc, oriaterest ca any bondc likoly to bo issncd 
Łt cny tlua ln tho futuro, ic coacomed, thero would o.ppcar to ba 
no doubt. Tho nargin would appear to bo sufficicatly rafo to 
tako caro of anything likoly to happan co rrsult of tho ćcvolcp- 
nont of crpreoc by acroulznes and motor buc sos,' or a 3 result of 
tho furthor dcTolopccnt of Parcal ?oct, 

Aosuicins tho Railroaus pay, cny, $35,000,090 for tho property of 
tho Łiprocs Ccrnrny, r.ot e/f-r $15,000,000 to $20,000,000 of this - 
and poaclbly less - vrill represent finc-i property whlch can ho 
coyerod ty a nartr.aro; in other werde, hoir.es, wngoas, motor 
cars, and currcat nesoto, wcuid uct bo i no lud cd. It vrill bo 
soea, thoroforo, that tho property rould itseif r.ot form 

adeyurto collc.tov.al to jur.tify tho ezpcolnticn cf cci ling tho 
hondo to tho public cc mortynga bcnds, lt rhrht, therefero, 
te troll to issuo only r. dcbi.itruo hond, with other px*ovir.ions 
to mąko tho priucipul and intereat securc. This uculd siaplify 

• futuro flnancing for Adeliticr.s and Botteraontc. 

Anothor roint raiscd with roferonco to financing i 3 tho dato of 
caturity of cny bcr.dc rhich my bo issucd. It is ovldcnt tho 
rcaturity coulcl not bo at a dato lr.tor thasi tho czpiration dato 
of tho cgrcement with tho railroadc. It chor.Id bo ccmally cridcnt 
tho dato of caturity of tho wortrago ar.d tho dato of"orpiration 
Of tho contract could net be tho snr.o bocr- r.o at tho ti.ro tho 
contract ezpircc t}io only thing bach of the laortftugo rould bo 
tho fixcd property, r.hich would bo loc3 thuu tho ai.or.n-t of 
bonde tho plan indicatos may bo issucd at thie tir.o, ar.d, of 
courso, less thun v;Imt would bo oututandimj if additional bor.ds | 
aro iecuci for 6ubscouont Aćditions and hotternonts, lt uotild 
Boom absolutoly uecossary, ln ordor to maku tho bor.de salsblo to 
tho public, to provido for a siakim* fund sufficiout to ropr.y 
all bor.de out st-mci Ing by tho czpiration dato of tho contract, ao 
auch oinklug fund would hr.vo to bo payablo out of tho oarnings i 
berom distribution to tho railroadc, in tho snuo rumner in i 

Vhlcl. iutoroat would bo payablo. Such a provlolon would bo 
b411er tocurity to tlio bondholdoro Uian a inorttpgo aa diccuccod 

. undor •'Socond” on property worth only a part of iho amount of 
bonds outetandiug. 


i* 4 



T 


- 2~»- 3ETS" 


FOlHTPi 


FlrTH i 


SI7T7!: 


sw}::thj 


Whllo additicnnl bonds rmy bo iceuod in cho futuro, tho eueaticr.' 
arisoo 03 to hcw thoro would bo flnrucod Additions and Bot tor- ij 
mcnta for addltlcnal r.otor t rucha, korcąc, wagoaa, etc., ar.d L 
all Capital ouper.diturco otkor thau fi red propcrty. f' 

TThile the pronosod nortfrago statoc tka*, in conr.oaticrr nith tho 
aaguiciticn of tho prcporty of tho An orlean Ilailwry licprocc 
Coraany, bcr.dc ny bo iscucd fer all but about uJQ ,000 of tho 
pur chaso prlco and that tho Pailroado ery bo cali ci uner to 
buy thoso bcr.dc, tho a grece: er. t la silert ac to tho charr.ctor 
of bondc wrich tao Railroada v/ill bo ackcd to buy ar.l aa to 
tho dato of tholr caturity. Kot crly doca it coer doairablc, 
that tke cląc.:; of aocurity to bo lcsucd cha 11 bo cuch ac to I 
bo rcadlly carketablo, co that if it ia co dccidcd at this | 
tirra, or et Ł.latGr dato, tho Jłrprass Ccupary mil bo ir 
positior to fir.-nco iteolf; but, if tho Erilrcads. tako ovcr 
any of the bcr.dc, that cuch bondc vt111 fora £00d collatcral 
in OYcht any of tho rail'roads find it necoosary ir thoir 
operaticnc to borrov; mensy froa tir.o to tir.o. This applicc 
not orły to the proccrt iccuo mnich tho rrilrorcls aro obligatcd, 
to buy, but tho ćuosticn is of specirl ir.portanco ir ccmccUcri 
with Capital ornenditures durin.y ti-.o lifo of tho ccr.traot and 
rhich rry ariom t to as ruch as tho to tal initial invc.st.ucat 
of tho riilroads. 

Another cufjcostj.oa T.*auld b© that thó ccntract wit-h the rniircado 
bo rade for a forty-ycar period ard that tho cortrrct eon tair 
a prorisica that tho railrraac cay t emirat o the ccntract at 
tho ord cf twc-nty yav.ro, but, if at the er.d of tu-er ty ycars 
they car.aol the ccr.traot. tho railror.de would harc tho 
obli£t-.ticr cf payirjj cif rr.y Ihiprocr. Ccupar.y bcads thon out- 
Btarding. A f crty-ycar natur i ty ic Ługgestod ir order that 
tho cirlcing fund roouired would not bo ac orerouo ac a 
twcnty-ycar uaturity would bo. 

Clearly, if tiio thought ara purpocc of the plan ic that tho mil- 
roadawill tri-.o a clące of aocurity v;hicr thoy will always hołd, 
tho ciuplor propos i ti er would bo to prorićo, at this. tii-f, 
for Stoch for tho on tire pur cha a o prico arki for ary r.ubscouent 
oapital ornenditures — ord this Js prccisoly whut would uarpor 
as to tho initial prrchnao prico if tho finał undersUiućinG 
roachod with, tii© American Rrilwr.y Ii:prosa Company will rccv.lt 
in tho railroads taking ovor tho Capital ctock of tho Ikcprccs 
Co:rpary instcr.d of puyinrj car.a for tho propcrty of the Jlrprocs 
Corepary md which lat tor plan would 1 cuv 8 tho c-3.pi tal ctock 
and tho charter of tho ikcp.rcsu Company outstarding. inasrr.ich 
os tho chartor of tho Ezpress CoLipary is a Fedora 1 charter, and 
it hac coco valuablo rigiitu, coriouc cor.sidoraticr chould bo 
givon to thic ferturo in ordor that tho beat arrargorert may 
be mado. 

Itrrio ay undorstendirg no conclueion hra bcon rcachod as to 
whothor tho railroads will buy tho Capital eto de of tho liepross 
Coirpmy or whothor tho rnilroadc will buy tho proporty of t)io 
Erproes Ccspnny. Tho Com.r.ittoo chould nogotiato thi3 port 
Of tho mttor to a ccncluclcn boforo procccdlug to tho nurt 
stop, Yir.; tho rcothoi of financing tho purchaso. Tho oporr.ting 
oontrnct ac finally dotonrinod upon will bo tho r.ano in oi thr.r 
ovont and it can bo ccur.idorod ouito indopcr.dcctly of tho 
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othor ęuestiouo Ouęht v;o r.ot, thcrcfcro, to incist on. tho 
Coaraittoc tolling us uhothor v/o aro to lury tho et ocle of tho 
American. 2ailv;r.y Zapreas Company or rhothcr' tho railronda 
ero to bvy its property? t/i 11 thero l>o fiu c-d nortęcco 
bcmdc, debe.nturoe, incerto bonda, or.T/hat v;ill tho railrords 
bo tsksd to iake? 

Tho propoocd ccntract cor.tnins r.o provioior. creatir .3 en 
obligjLticn ca tho part of tho railror.de to tako ar.y securit;, 
frora tho Zrpress Ce—ar.y t or to areko ar.y advancca, for 
Additicric łuu Hcttc-mcr.tr,. Tho cały Gbli£aticn ercatcd is 
to taLa carc. of ir.tsrejt charjoc incic.cr.tal to r.rch futuro 
Additicuc md ^ctt&rrer.ta. Ca tlio othor hnd, tho cor.tract 
provJ.de 3 tnrit tho r.ot itccaio cf the Company cver_ and choro 
lntoroat char.yes mst be ćistribtrccd to tho rnilroads. Tka 
dircętors of the Zhrprenr Company , thereforo, trould hr.vo r.o 
right to dirort my of tiret o camin.yr. for Capital purpccc-a. 
Kcn? f then, do thoy cortr-r.p/.ate- finratcir-G cuch i;.prcvcarc:tts, 
if thoy harc not proviu-:.:l a security rhich thoy cm soli 
to tho banka truł thero in no cblięut i en on the part of tho 
railronda to provido my funda? 


This mcroorar.dur-’ io propen-od. not for tho por po.~o 
of cabarrr.af/ir.f, thoso \rhb havo charge cf negotiat icus but 
•rith tho thou.pht in mirtu of boin;; hclpful in working 
out tho finał aolution. 


» \ 
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September 14, 1928 


Mr. W. B. Storey, 

Chairman, Uniform Express Contract Comittee, 
Association of Railway Executives 
New York, N.Y, 


Dear Sir: 


In regard to the report and plan for futurę conduct 
of express business, transmitted with your letter July 15th: 

In my letter December 26th, in which I stated this com¬ 
pany would join in the organization of the proposed new Express 
Company, or participate in the acąuisition cf the Capital stcck of 
the American Railway Express Company, two conditions were madę. 

The first of these, that companies handling not less than 75% 
of the gross express traffic agree to participate, seems to be 
contemplated m the plan, but careful consideration of the para- 
graph relating to the distribution of competitive traffic, as 
incorporated in the proposed operating agreement, leaving us 
in scme doubt as to whether our company is protected in the di- 
vision of this character of traffic between different railroads. 

It is true Article XVIII of the proposed operating 
agreement, relating to the division of competitive traffic, is 
similarly worded to article of the same number in the present 
Uniform Amended Express contract. Such competitive traffic as 
we have participated in, sińce effective datę of the Uniform 
Amended Express contract, which has not measured up to the volume 
we handled through the three years e.nded December 31st, 1917, has 
only been held to our linę through a continual agitation on our 
P ar t to prevent the diversuon from us of a substantial portion 
it- 1/ therefore, feel that in entering into a contract, 
which will extend for 26 years, it is highly important that the 
basis for division of competitive traffic be much less oDen to 
controversy. It may be the intention that each railroad con- 
tinue to receive the same proportion of competitive traffic, 
which it has been receiving, but the indefinite wording of both 
the proposed and present agreements opens this matter to contro- 
versies, which we think ought to be avoided. We are therefore 
anxious that it be clarified before signing the new agreement, 
and propose the following wording for Article XVIII: 

"To insure and preserve a proper and eguitable 
proportion of all competitive business to the Raił 
Company and to other carriers having similar agreements 
with the Express Company, the latter company agrees 
to divide the competitive traffic upon a fair and 
eguitable basis between the said carriers, guaranteeing 
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to each carrier substantially the same percentage of 
competitive business moving to, from and between ter- 
ntory available to it as was handied by the same 

ln the Sane territ °ry for the three-year period 
ended Decemo er 31, 1928, so long as the elements" 

or seryice, direct routing, car supply and terminal 
-acilities remain relatively the same between carriers 

fooo y T r rS during the three years ended December 31, 

If at any time those elements of service, 
airect routing, car supply and terminal facilities 
are substantially changed as between railroads, due 
-o consolidations, acts or decisions of the Interstate 
Commerce Commission, legislation, or other changes in 
Cunaitions, consideration will then be given tc a 
change in the percentage of competitive traffic 
to which the different carriers are entitled". 

__ nł . While Article XIV provides for method of settlement of 

controv e rsi es between the parties and refers to Article XVIII 
which sets out plan for the creation of committees A, B, C and D, 
to receive complamts and make recommendations to the Boa>-d o f 

° n ? ny con troversies dealing with the several features 
o b ar - 1 c-e, it is apparently the plan to appoint these 

ccmmittees from the perscnnel cf railroads and their findings 

£ U ic4 a ll?rt ty T f a review Qf their own recommendations S 
o- ac '-s, which, I feel is wrong in principle, particularly 

committee A and would be unsatisfactory to all" parties. It 
seems to me a morę practical arrangement would be to appoint 
members of this committee who are in no way directly or indi- 
rectly connected with any railroad. 

Although I appreciate that the generał Dian of ^inancina 
cannot be specifically outlined at this time, I do feel the 
present proposals, even though indefinite, may be strencrthen«d 

enonih e ; abl7 ' .^ ny authori zed issue of bonds should be larae~ 
P«vide for futurę additions and betterments, which 
o not appear to ~e adeąuately covered in the aresent plan It 

si^, S h e ” S d = s y abl \ th ^ any class of security to be issued 
shall be readily marketable, so that if the railroads purchase 

anv S of S the r rst? S fc ^ ey _ W1 ^ 1 . form 9°°d collateral in the event 
, - " _ “ -silroads find it necessary in their ooerations to 

borrow money from time to time. With respect to bonds, the 

° f 3 Slnking fund to a mortize the issue during the 

de^rah^ ^ aC ^ iS - SUggeSted * Xt WOuld also a PP aa r h ^hlv 
nrnń^*- 1 ' t^ P ° S fi blS £ ° r US to know in advance whether the 
P U the old ex P ress company will be ourchased, or 

stoc - ? * ifcro1 Wl11 be acauired through purchase of its Capital 


l j 
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In paragraph 5 of agresment with Agents, the railroad 
assigns to the Agents all its rights under substituted Article 
XX of the present agreement, but it is nowhere stated that in 
return for this assignment the Agents are protecting the r~ i I- 
road as to its obligations under said article. Such prote^uion 
would appear to be essential. 

In the territory in which we operate it seems possible 
that substantial economics could be madę at union depots by 
ccmbining express and railroad employees in joint force. The 
American Railway Express Company has not seemed inclined to 
develop this saving in expense, and possibly it is not able to 
do so under present conditions. It seems desirable that the new 
operating contract shculd set out that wherever economics are 
possible, the new express agency will be fully authorized to 
co-operate with railroads and terminal companies to this end. 

Another matter on which we feel that morę clarification 
is desirable is the rights of carriers, who desire to be identi- 
fied with the new express company, but whose revenues are not 
such as to entitle them to stock ownership. We have in mind 
particularly the Rio Grandę Southern, one of our connections, 
which we are at present operating. If possible we would 
like to have the status of such companies set our morę clearly 
in the agreements. 

I notę that in several places in the new operating 
agreement reference is madę to provisions of the present Uni¬ 
form Express Agreement. Possibly this is a brief was of covering 
the matter, but it occurs to me that it mignt be desirable to 
eliminate all reference to the old agreement, and let the new 
agreement cover in detail each phase of its activity Lthout 
reference to expired contracts. This appears particularly 
desirable with respect to the provisions of Article 1 covering 
definition of what constitutes express business. The provisions 
of the old agreement are ąuice detailed, and specifically re- 
serve the right to the railroads to handle, for example, silk, 
tea, newspapers, milk and cream on their own account. It would 
appear to us preferable that these detailed prcvisions be re- 
tained in the new agreement. 

Under the provisions of Article 2, Section 4, of present 
agreement, the Express Company is compensating on a tonnage 
•' basis motor subsidiaries of raił companies, handling through 
express traffic for its account. The American Railway Express 
Company has felt that perhaps this section did not specifically 
authorize them to contract for this compensation, and it, there- 
fore seems to be desirable to provide in the new agreement that 


\ 
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the raił company reserves the right to handle exDress for its 
own account on its motor subsidiaries, and that the express 
company may compensate such subsidiaries on an agreed basis for 
through express handled in connection with raił service. 

I am making these suggestions in view of the fact 
that this is^the first opportun.ity which we have had to review 
the detail ot tne proposed new agreement, and because of the 
importance of getting this new long term agreement on a satis- 
^actory basis. I am especially desirous of correcting the un- 
satisfactory conditions, which have existed under the present 
agreement, and which were only madę tolerabxe by the feeling 
that the present agreement was temporary. I would therefore, 
appreciate your advice that the changes suggested herein will 
ccnsidered before it is necessary for the railroad companies 
to commit themselves definitely along the lines of the or a sent 
proposals. 

Yours very truły, 

(Signed) J. S. PYEATT 

cc Messrs. T. H. Schumacher 
W. H. Williams 
L. W. Baldwin 
H. H. Adams 
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(The pcitbcr ih Jlia (Dr.itihc Jesieni (Gnmjinuu 


CHAIRMAN Of THC BOARO 
120 BROADWAY 


. ^ ee Pondent 2ail'r 
27o _ Z ' 


'oadar 


jam H. Williams 


New York. N. Y. Octooer 20, 1023. 


Dear Lir. Pyentt: 

At a confcrar.ee in ny Office on Octobsr 3th, trith ..cc/rs. Cr.r> t=r.d 
Hicodenus reprasratins the I.cęnl Cor-ittee a-opoint-I ly the Uniforn 
Contra et C 0 r.nittcc of the Assoćiaticn of Rnilr::.y Lnucu-r/es on en o, 
wili cii draftsd the proposcd c:nrese pica, cor.trr.ct, etc., they concurrad *a wa 
vieT.'S vre cubaitted with ref ersr.ee to the r.c.nner oi uranem- tn* p.opo—.1 
coapahy. 

I asked the.?. rdiether, if there be subr.iittr.d to a court the quos -ren 
of adjustin- unfair distribution of traffic ~hich cxistad et the ti.y.e of^the 
crocution of the contract, the court irould r.ot holi fiat the eseeutiM oi -r.e 
contract ras arian facio evi.’once as to the partice a-reein- or. tr.c 
of tho division of traffic cc of the datę the contract raa sisaea, ar.n -.u.,, 
therefore, the or.ly chrn E a in the distribution v;liicn raaqnt bc ^pec^JjO"^ 
b° t; ,r * result- -b f—ch-r.-ce aririn- after tne contrr.c., v:ns execu„ou. - - — j 
thcir~opiri.cn cny rai Ir o ad could raauest, tnd v;ould bo cntitlcd to, a con- 
sideratłon of the cor.ditior.s casting prior to or ut the c:-:ccu-ion o. «•: 

contract, and that the court cauld so hoiu. _ 

Subseauentiy I asl:-.<d Lir. •«inr.lo*.r o. fierce for ar. opiruon -. 

did not cosicur in their vic‘-, but stnted that tho court’ s dccisior. be 

cs indicatcd by uy cuestion. 

If the cono-anj* vrers to be fir.ancad in the firet ir.stance tarou^l^an 
issuc of bor.de to bc tńhen by tho railror.de, the Intter rould 08 ^^;-c- 
interast on the outetandir- bor.de. If. ::ov:evcr, c.nena ® J ;- ' 

partice, it ie cK?cctad thnt the bonde v.ull bo rowa eu. 1-- - 

contract rdth the railrorde tlirou C n tne opoiwcion o. a -«i..- j.u li 
thir. viay, there rould be deducted fron royenuen propsrly oclony -o 

^.. or r.A ^i^fficicnt to retire tho eor.de. x asued -..ca .... *o ..o.. 
nrooort-y ra-Hd ba «vidad i-i tho «ront of dinnolution, and tW atóted or o 
SSffiT I P*>M out, i;or:ovcr, that the banda to^ bojuou^ oy .ho 
railroads on tho brsis that the cx?rees carmr.-e oi ocen bc.r 

”croi,ta obrono r=vcnuor. of uli'tho ruilroudo and, ina==uca * tte 
»ro5d‘V oYcr 92;: of the cost throu 2 h tac opcration o* Uio .^fu-c., 

!Tt“Ó diite<'buUdn .tonld ho on tho banio of contributionu to tho ainalns 
Ind not en tac banio of ctoc!: oanerohip. I bclioro 1 cowłneed thon ot 
tho erjuity of such distnoution. 

Yours vcry truły, , 


lir. J. S. Pyeatt, 
Prccidcnt. 


ĆC&t 




II 
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AM H. WILLIAMS 


WABASH RAILWAY COMPANY 

OFFICE OF THE CHAIRMAN OF THE BOARD , ^Uroadą 


>20 BROADWAY *” . 

new york. n. y. Cctoter £0, iS-0. 


Uo&r Hr. Tauosirj: 

Confircir-s o-er corrrercation: 

At a conforcr.cc in r.y Office er. Octcoer Gth, r;ith yesero. C-tT «ć 

• . _ a.*, - -^a r.T,'", C 1 H-Cj. l? ? *..3 V.. a -L a w - — — 

cn~«tfo o? tho Acscciatic:: of r.oiipr.Y a-ce^irse er. ...nrch a, 1 --S, 

>: vc-s:i cwosa olm, conerr.ee, etc., thoy ccr.cv.rrod in -r.e 
ehicn crr.-c. >...- ?.c_-- v ---r-- - - p-o-oesd ner 

TlCOT w *i=i«sd =!-:-■ t3 « f -- ••" p - 

conpany. 

_ , , j,.f-p j.v,,—, v« «vnłv»łttsd. to a ccirt tho oiestion 

.1 as Ind zt o o.c—e., lx ..i — - - . x . . „ ... r .„ „.«• j-w. 

_ ,. x . 0 -r traffic men cniowod o. — - 

°:L=u-.r;;;;? £««*.«.*. -.:•.= «,«t «*« »et*u 

cóairKt T;r.s rri= fctlo «ldaseo »® » tea jartioo ;•-..y".: 

a.^ /A 4 ? <■» -* rs ■* t**"!! iw C.S O a -i.w u..-w wik- ^ w * ** . . , 

°* '• - 2 a 1 '--.; vV- ł ' r *i~‘-e te cmcceca ot. 1 l 

tho or.iy clirr.-e m tao ui-r.i-a-i^n wn-- L ". * ...„„ 

j.*. n o j- p.ncir/* r.iuO- w*c cc.\*.. c* .* * * .. 

te ino —., . • . . ^ v c to, cor.siccrr.- 

So ,f'S“ liiticna 'uai-ario, to er r.t «3 «mtl« *. «0 • 

“ d • h3t Vir= 1 « r. ?i:rco Jor rr. opinior. r.-.d h. dió 

ua0i ' “.“I 7 4.„1 cci^t '3 dcc id on. v:oui<- oe as ir.di- 

not concv- ir- ..veir yłct, tee st:ited t..w cca-w 

catcd "by r:/ ęiceeicn. 

Tf +v.. cowzr* -.Tero to te finnr.cod in the firet inrtarnc threuyh pa 
‘ xSCX £ of tór.dc te *an‘ tnlrcn Vy tne raiiroads, t:io latter \ o\ 0 .d co cr.ti -Kd -3 
interoct er. tho outceaniin- cenda. If. ^vcr f tącco i L -. 0 f 

parcioa, it i: enncc..- -. ... r ,.. r0 ti-.r.t. ia 

coatrr.ct witr. .no -i — .- l “*- w -~ ' •• ; 1 .V- 

thia way, there wouli te dccLictec dren rove:rnea P- c .--- -v 1 

ro^do a” r'cvnt eufficimt to roSero tr.o tond^. I i.'"•• ••' - J ■ . 

preperty t.oulu ce cj.vi.-v. ci t.... u ' k - ł .. .. . ___ ,, - iyj - k ..- 1 - vy tl;o 

r.tcch taaic. I noir.tcd one, I;cv.evcr, enr.e c:e ‘ 1 ,‘ i0 t -. 0 

ra ii r o-dc oa O. o tac ir. tr.st ehe c:. roec ccrnn -3 o A c:.-...* ....’..-o.. . 


tho ccnity of cech diotrioneion. 


Youra ycit 1 tmly, 

*.71111—. 1T . .■"1111 ;-•'- 

(31;.v.cl) 


••a! • v# •• 

p i* o u i d c r» t. 








4 


Bronrr. cmaidmam 


C*Owur 
.Cl DO* MCHY 
R. Ca«Y 
Maikmam 
Pc amoh 
M. Hokmon 
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Association of Railway EXECUTIVES 

UNIFORM EIPRESS COfiTRACT AND PULLMAN SURCHARGE COMMITTEE 


65 BROADWAY. NEW YORK CITY 


Respondent Ralljoaćs 
Eihibit Ko.i —L- 


Deccnber 3, 2923 


Itr. J. E. Taussig, President 
\7abash Railway Cocpany 

PailYay Zxehar.ge Euildir.g . * 

St. Ltuis, LIo. , •* 

Dear Ur. Taussig: 

I have the Zxprcss Plan agreeccnts cxecuted by the T/abash Railvay 
Cocpany and the Ann Arbor Railroad Ccrpar.y, but accccpanicd in each instance 
by a letter froa you caking the cxecutien of the agreraer.t cenditional upen 
the adoption by the Legał Ccnnittce of certain conclusior.s centior.cd in „he 


lotter. 


Tho Agents have no autherity to regard as included in tho plan any 


railroad cocpany sending in ar. acccptancc with a reservaticn. To C;-ke such 
ąualifiod acccptancs bindir.g the conseni to th3 same of all the othor partic- 
ipating railrof.de would be recuired with the understancJing that the recerva- 
tion nado should also apply to each of thec. The plan cust have unifora ap- 
plication as to all participantsj or under its teres no purticipar.t ?;ould be 
bound. I ara, thcreforc, returning to you herewith tnc agreccents rccoived» 

In order t.nat you cay roconsidcr the situation 1 an glad to givo 
you tho yiews of the Legał Comittee as reported to cc by its Chaj.rr.jin, Lir. 
^ry, on tho conclusions said in your lottor to havc bocn roached by it, 
vhich seora to satisfy your conditions. 

Rcfcrring to your Faragraph First, all tho eoebers of tho Cocnittoc 
nro of tho opinion that tho proYicions of Articlo XVIII of Zxhibit D (Opora- 
ting Agrocccnt) do not procludo tlio Raił Cocpany froni claiming tliat tho dis- 
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tribution of cor;pctitivc traffic enjoyod by it during the thrcc ycar3 cndir.g 
' I> 3 cocbcr 31 , 1928 is unjust and ineąuitable and fron dcaandir.g a hearing ac- 
cording to thc proceduro provideó for in the Article to shc w that it is cn- 
titled to a different and larger share of such traffic# 

Referrir.g to your Paragraph Second, all thc cciobcrs of the Ccacittee 
aro of thc opir.icn that thc provisicr.s of Sxhibit D (Cperating A^reeaent) 
wculo not preclućc the_3card of Directors of the Rsiiuay Zxprcos Agcncy, 
Incorporated, frca providirg as between the rarticipatir.g railroaćs for prc- 
prictary intercsts by thea in a sir.king fund set up to protect a bond issue 
corrcoponding to thcir rcspectivc cor.tributions thcreto, and the Legał Cor- 
nittec łias recocncndcd that such action be so takcn. In this rcspcct it is 
the opinicn of the' Coro.aittcc that 7.’hile the Agent o \7oulo havc authority in 
agrceing upon terrs for financir.g thc acquisiticn of the exprers properties 
to provide fer a sinking fur.d to protect a bend issuc, the 3oard of Zarectcrs 
of thc Railway Er.press Agcncy, Ir.ccrpcrated, cuct detersino hc\7 such fund 
shall bo raised. 

In vi qv of the foregoing explanaticn, I trust that you v:ill return 
thc agrecccnts of your Companics with unconditicr.al acceptanccs. 

Yery rcspcctfully yeuro, 

(Signco) B. S 7C-REY ' . 


C O T Y 
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WABASH RAILWAY COMPANY 


orncc o r the presioent 


raiuway CXCHANSC OUILOINS 


E. TA U99IC 


S LOUIS. MO. 


Respondent Railroads 
Eshibit Ho., - 


3 ync. i. 


Docenbor 20th, 1028. 


ter. 77. B. Storoy, 

Chairman, Uniform Ssprcoa Contrach Co\-ltteo, 
65 Broadway, 

New York, M.Y. \ 


Lear Sir: 


In accordance with your requoot,V tho Law Cccr-JLttoe hcd a ccnfcrer.co 
/ T7lth the Chairmnn of our Board concemins certain chancco wo had su££cstcd ln tho 
proposed zkcprcs3 sot-up. 

Aftor fuli dlccu3sion, lt ras unaninously agrocd that: 

Flrct: A choreo should ho nade ln tka finar.ciai set-up, and tkat tka 

j>lnn 3UGccstcd by lilia was a propen ono. 

Socond: 2vciy road should have tho rlpht of rcvlor in connectlon with 

the fairnc33 of the distrihution of ozrreas business, inacfar 
1. relatos to ltsolf, ot the tiinc the contrach io cntercd 
lnto; otherwiso, any procent injustico would becorto pcrpotual. 

ITiili - - In the cvcnt of di33olutloc, instead of distributir.c the asscts 
on a basis of stocl: owncrship, the asscts of the Corporation 
ahould be dlstrihutcd on the basie of cesh contributed by each 
oarrier in the purchaoa of Capital stocl: of tho ner Snpr’cc 3 
Co:a?any and in payr.cn 1 3 into the siakinc fund of such Zhrpresa 
Company. 

Ali concedod it would bo ineauitobie to distribute tho aracto 
on the basis of purchase of some $30,000. or $£0,000. of ca„ital 
stock, \vhoreo3 the actual paymsntu by tho respectiro railroads 
would bc on tho basis of eamines aftor tho contract bocamo 
offectire and for an ar.ount woli in excc 3 s of $25,OCO,CCO. 

The Law Cormittoo havins conccdcd tkc faimoss and oouity and deoir- 
abi li ty of i»ko abcve ohan^cs, I am surprised to le.crn from your lettor to ma of the 
Srd inat., that no contract will bo aocoptsd, tho onecution of which ia conditional 
upon the above chan^os. 

Lot us seo tho oor.ćition in which this placcs the Comittoe and tho 
carriers: For exon?lo, let us assume a carrior la today cettins only two-thlrds of 
the traffio to which it is ontitled. As I understund your viow, tka Comnittoo rAfiht 
revlow thła aftor the contract ia eicocutod. Our Coneral Counsel, howcYcr, States ’ 
that a Court would not go back of tho teras of tho contract itsolf, and that tbcsc 
torms mąko tho propor basis of distributlon such distribution as was in offcct ot 
tho timo tho contract wus onccutod. Clcarly, tkc Comittco would hav e no ęrcatcr 
riftfit than a Court, and wero tho Co:;~d.ttoo to undortako to moko a chonco not ln 
eocordonco wlth tkc contract, sono othor curriors which would bo adYcrscly affoctcd 


\ 
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by tho ehsuise could ocek an isjunotion and night, ponsibly, urdortake to force tho 
Ocrmittoo to mąko up any loas suctaincd by auch corrioro. Noithor tho Ccrmitteo r.or 
any corriora should be ioft ln auch a popition. 

Of about $35,CO3,TC0. which it Is orpcctod will bo paid for tha propcrty 
of tbe Exprosc Company at thia tlmo, only $50,000. will be roproocr.tod by Capital Stock, 
and tho balance "111 bo reprooantcd by bondp which aro to bo rotired durins tho twenty- 
flvo yoora' lifo of tho a^rccmant. It is contempinted thnt tho moaey for rctirins tho 
bonds will bo raiacd throu~h annua .1 paymonts lato a cinkir.^ fund beforo mai;inę distri- 
bution to tho carricrc, ar.d that the contr! butlo na to tho slnkir.g fur.d 3hall be cn tho 
basio of erprcas earair^s of the reapoccire carriers. Tho La w Coronittco readily 
concodod that, undsr thcoe condltions, t:;o cash paid into tho or^anina tion by tha 
earriora, rhethor for stcck or lnto sinkimt funds for the rotiremeat of bondo, should 
bo tho baaio for ar. ecuitablo distribution of tho asset3 ir. tha event of dis3olutlon. 

In the absencn of enythin .3 to the cor.trary in tha sat-up ca cnecuted by 

tho carricr3, Ccunsel aćnittcd thia distribution woulć horo to bo on the baois of 
stock ownorship. 

The other propcsition rolated to financinc* It is prcl -lo that the 
Comittco l:as raf f icier.t Intituda in th .9 first inctureo to rr.i a o roney for the Lmprc 33 
Corpany, but tha cc::trnct io sileni as to r cif i: 1.3 fcccds for tho futuro r.ccdo of the 

Company, and, in yicw of the fact the fir.ar.cir.£ 13 difforcr.t than that offered by any 

other Corporation, thero should bo r.o cucoticn aa to rui sine funda r.ocded for the 
futuro of tho Corporation. 

I hnd aaaincod tho Cor.rr.itt cc v/ould wcicorno au.££;c 3 tłom r.adc in £Ood faith 
and cortainly, suc^osticr.s v;hich had sufficicnt morit to sccura tho unar.imoua cpprovul 
of your Law Comitteo. 

Our Goncrnl Ccunsel info:*rs us that as . th .9 distribution of asseta or.d 
poasiblo chnr.nc in distribution of traffic, the interests of our Comper.y ccn only bo 
protoctcd lriwfully by tho plan itsolf boins chan ccd or the rcad.a acroeinc to tho 
or.ecution of tho ccntract '.fith condltions, auch as we heVe attempted co do. If, 
honcYer, tho Comittee fccl they hnvo r.o option but to persist la tho course outlincd 
in your letter, you then force us to an ootim v;h i ch we aro rcluctant to tako, i.o., 
we rnunt nithhold our approrul and trust subr.it the r.atter for consideration by tho 
Interstate Comr.orcc Comminsicn at tho tir .3 the purchaoe of the Esprcss Corpuny propcrty 
conteo bofore th 9 Cor.mi cci cn for review. '.Te cortainly hopc the Ccimi ttce will fir.d a 
wcy which will rolicve us frc:n tho necornity of dcin£ thio. V/o aro, at oll tir.es, most 
anscious to coopcrnto fully with our ncichborp, but after all, we conr.ot 03capc tho 
responsibili ty of xully protectinc the interest 3 we represen;, and in this case, es 
atated nbowc, the Ccucrnl Counscl infortes us auch protecticn canr.ot be sccurod throuch 
the eontraci a 3 offorod to uo. 


Will you kinćly adyise further? 


cc- 

ŁSc33r3 . 


Yours 


17. Attorbury, / t 

P. E. Crowlcy, 

Charloo Dcnuolly, 

L. A. Downa, 

Carl H. Cray, 

E. J. Poarnon, 

Dlrd M. lloblnaon, 

Mciabors - Uniform Erproan Contruct Comni 


<thuly, 

r 

cz 


ttoo. 
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masa rj.iL"7.Y z?::.vny. 
otticio or iii" c :-':'.l coli.oiil 
55 Yffi. CTC22 


islOT 3. Picrco 

“ nera* Ccur.scl 
ccdunus, Jr» 

Acsi&t&at General Counscl 


Respondent P.ailroads 

ExiiiMf Ho.. - /o - 


Ro-j York, Dcccubcr SI, 1323 


Tlili len H. rnii-m?, 7są., 

Chaimudi of tht Feord, . . 

Tfcbnsh Cospuny, 

1£0 Dror-.drr.;--, . ~ 

Ke<f York City. • . 

Dc ar Kr. Hllirujci • • 

Itis Till ctóaorlcdgo rcceipt of yow lsttar of Dcoesacr 13, 

1920, oith ita enclofloroo, Ir.cl^. 1,1 drsft of le*«r »« «-'• '««**« 10 

Br, śtorcy, «hl* lottor I «* *« S ricd ty Br. . 

c?.tc of Decerbor 20, 1025. 

In conęli ar.ee uith yow rr-cuoot, I bsr/o consićered irith &. 
lUcoucnus sbether t!» proceduro ontlirc.4 Ja Kr. Taucds'5 1=t ' cr ril1 
rvny protoct tao interes ta of tho "abMh fcil«y Cocpcny. 

Your rBSS«s*iew» rerpocti— fiv.ar.cirJ. strucia of t-o n- 

. j.»v + 1 .o S*r>v^ t. r. harc, as 1 t-uu-er-»r.r.d, 

Exprcss Conpany and lic cnarac^r of t..o —— • 

boen neccpted by tSie AęmU, «baea camacl, ia caoperatiaa -^s-s. 

j, P . lbr2 on & Ccnpany and E«bn, loob & Cofany era P**«*»S ° trlsat '-*'*'** 

, • » v, łti bclicro vill COCO'.-.--OJ., 

0 f bonia Tdu.cn tao o— LŁ "—■ 

to coror au autnorircc l^sr... oi 

provioo for ,01 prcoor.t «* «»*«* ° f ** ~ 

tho princlptl of tho to*. t. to protcctod ty o 8tohto S or 

» oorid to roopoot of rhloh of tto 

is to )iavc en equity corrcnponolnc ta its contributi.cn. Yhc co-.olo-o fi- 

„oiol plon 10 to to tu* ** tho Cooolooloo onrly m *»«* co «to» 
tofero rry Ooflalto nctioa oo tho port of BatooU hoUory Co-pooy toooooo 
„cooooo,,-, you ,. 1 U to offorfed o, totort-Ł* to -loterio ohottor it folly 
„coto yoo, vlooo ooó I t:.vo „o S*M tot holh B-. if— ond Br. tnooroon 
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r p i Vg rlc.cl to Kiro your Yiora r.orc in dctsil bcforo n^deinę; n dcfi.nl to rcccn— 
ccsdaUon to tho Agenta. 

Tbo cnberreasing ąuoition rnlcten to tlie prorinicno of tho Opera virg 
JLgressont renpecting tbo dictributicn of corpctitire trcffic. 

Ac I czplsincd, uhea thin nettar trać tlincusrcd in oer Hoard, I cm occ 
grcct Etrcn-ih in the cltia thet tho Oparatiss Arrsacent raa i--.trr.dsd to nould 
ino sitastioa tt the outset on tho bacie of thci threo year test period specified t 
nhich is tho becie defirJtoly uccoptsd for tho ellotnctm cf stoch cud the dis— 
tribution of veting porrr'ćr.or .2 the ?nrticipc.tir.~ Rnilrosds. At lcnsn, in 

• 

Cfjsnot fnirly be sold thet thio possibla dalsi is fereelosod by tho lcr.tpic-o 
the Ooeratir.-' A #, r cm ent and for thin rcncon X ter/o cd/lsed ——^ c^jp.» b— 
tak en in córeńce cf tho caceutiea of the OparatŁas Agrcornnt to sefoguard Sabash 
Rnilrry Cor.p.-.r.y against such en ini-rpretr.ticn of the Agrccncnt. 

Ordinsrily, tho cenwUTporazy rrittor. er.i cml corrunicctions of the 
portiea to a rrittea agrarsent ere norged in tho egreonent itself ei;d in e*sc 
of coatrorerny ccnr.ot be inrohod. It ic, horror, cn establishni ćoctrino of 
tho lar contracto thet uli-ero lannu&so in rribi^ous or opon to tro posniblo cc:- 
otrućtions, tis ordir.r.ry nie clocn not epply end parol cridonco is conpetent 
to slioir tho truo intent of t!:o parties r.nd it in in this r.spect thr.t tho c?iru.:n 
of tho Legał Cornitteo, vhich Sr. S^orcy 1 fi Cosaittee offern as en induccncnt 
to TJcbash EcilTsy Cospany to cnocute tho Agrr.m_r.nt, sacns to no to giro ndcąuato 
protection prorided, (n) thet T,Vjash Soilcay Conpnny ceceptn tho opinio:: of 
tho Lcgrł Cocnittce er.d cnfccutec tho Opcrsting Agrocncnt upon tho faith of it, 
end (b) th.at it in coununicntod in n fornal rny to the othcu- Pr.rticipatinc 

Kailrocds* 

In uy opinio::, tho trococding boforc tho Ir.tcrntete Cor.uorco Cor— 

• ninaion for tho appravcl of tho peoling features of lho Operatlng Agroo- 
r.cnt r.ny bo thua utillzcd to coa*it tho Agenta and tho Participęting Knilrocda 
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to tho intorprctatlon of tho Oporatinę Agrcesent set forih in lir.' Sto-cy^ 
lettor to hr. Tanssig of Decsnbcr S, 1923, and I thirdc th.it tho ir.Łcrvontion 
.of tho TCsbarh Corpany in tho proccedircs bcforo tho Conriscicn shculd bo 
dirccted to this cnd rnthar than to aa cffort to cbtcin chcngcs in tho 
Łcpross Plan irhlch alreafy is effectivo fcetueon r.H of tho Participc.tinc 
Itjilxoau 3 and csxcot bo altc-red rithout ur.tninous consent. 

I do not beli oto 'th.it tha Intern toto Ccnacrco Co-uaission ha o 
jurisdiction to roviow -asy of tho prcvision 3 of tho Caer&Łinr: Agreencnt, 
e~ce?t theso relating to tho pcolLr.g cf co rr_Lr.cs. It co hołd in actin.g uroń 
the 1920 iheprees Contract, and I do not thir.h it ko uli rcvorso ite poslticn 
nooii this in: orient juricdicticnal point for tho purposo of cdćing a single 
carrier on group of carrisrs to cetrur© chan 3 u o in tho phrascolory of tiio 
Aęrecaant. Tho Corcriscion rould r.uiie proueriy say that cuch nattern 

-V. ,.•» .ł V -» ».M1. J V r 2 .% r, .!i „a; a ^ n* — 0«rr*«" 4^ 7 f* 1% P» 4 !«■*•* w 

SaOUL DO CO wv!uV. ^ wic P—. wI.CC O—*-‘ —— CO..-v* —C-. i- --- r ---V 

Conpeny chculd ach tho Gonnisaion t-o reqrJ.ro chnugerj in tho prorision of tho 
Agrecnont relntir.g ‘to ccnpetitiro tref fi o, it car. onły do co npon tho thsory 
that the opinion of tiio Legał ConrJLttoo as to the intcut cf this prorision 
of the Operatir.g Arreoront ernnot bo nade offoctiTO to gi“s protoction agaiast 
a different interpreństion*. Su eh a poslticn rould d.e?rivo Wabr.sh Rail-ray 
Conprny of sil banefit of tho opinicn as en estoppel cr.d rould, in fj jućgercr.t. 
natorially Y;eidccn its prosont position. '. ’ 

1 tharoforc adricocgnir.st any atterpt, (uhich I r.n ruro rould 
bo unsuccossful), to occuro chan ges in tha Operatinc Agrceac-nt tlirough tcŁion 
by tho Coanisoion and rocourcnd that tiio follouing et ces bo taben by Knbasn 
It_ilvay Canpany if (as I ossuno irill bo the ccco), tiio wvorcy Comit^cc ugain 
cloclincs to ccecpt a conditioual delirery of tho ngreauent: 

First*. Tluit if and t.hcn en acecptablo financial Plan is adoptad 
by tho Agenta, tubach I^ilu-sy C 0 ;i;peny nccupt tho ia.-prcsc Plon viU:out conditicn 
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or rcsorYT.ticn, córiair.c tho Chorej Cocmittoo by i te co7orinf lattcr thet ii 

• • 

•'■does co upon tho fcith. of and In relinneo upon the opinion of tho Lo^cl Counitteo 

* ,i 

sot ferth in LLr. o tor ej ’3 lottcr to Lir. Toyocie of Dcccmbcr 3, 1023* 

Second. Thet copics of Ur. Ctorcy* c lettor cni tho Prilnej Co r.? ary* a 
coverl«s lottcr bo tren aritt c-d to oll the Participntir.jj P-oilrooda. 

Third. Thet in tha procccdinj beforo tho Interatato Comcrco Cen— 
iilssion, TTo.be eh. P-cilucy Ccrspeny intorrcr.o and filc in connoction rith the Cperet- 
inj Agrccicnt, tb .3 tro lottem choro referred to a 3 chotór.^ the In tent cr.d 

t 

undorotenćirr cf tho portiea reapectins the ćisiritution cf cerpctitire tmffic. 

If tho forćpoirc aiepa cre tchem substceitielly r.s outlincd I ca 
s&ticfied thet in ero* ccbsc^ucmi controrcrcy tho opinien of the Poml Co nr.it tcc 
rould bo hcld bindi— neon tho Pcrticipatins hnilror.da nnd thet tho position of 
tho Ecilnny Coneemy- t. 111 te fnlly protcctcd. 

I chculd. lioncror, mich prefer to hr.ro tho /rento filc the cbcvo 
nentior.ed lottcrs nith tho Interstate Cocnorcc Co—i mion er.i th—r-circa circulate 
the lottem r.nor_" tho Pórticipetir.g Poi Ir o che. The A^cr.ts era tho nutliorir.cn 
reprcscmtniires of tho Ferii cipa tiu .3 Poili' 0 «ca in cceurir.c tho np-prorol of tnc 
/grecnont by tho IntoratŁte Co—.crcs C 3 —iosion cni ery cpproprictc cc tlen 
rhich tho A£cnt 3 tdco to ir.de cc cpprorcl of tho Agrccnont by tha Ce~_eaaj.cn is 
tdthin tho scope of their cuthority cr.d fcindir .3 upen the Pcilrocds, It is cuito 
poaaiblo thet the /-centa -will bo yillinę to do thia zs.d if you dceiro no to do 
co I chell bo ciel to tcho it ir> rrith Lir. 2 tor cy vh.cn. ho necci eon o a to ITott Torii. 

f 

Vovy truły yourn, 

(aif.ned) “.'ir.alorr S. Pi er co 

General Counsel. 




‘ĆEljr pcitOcu m;h (Lirimbu JlicciiTit ^Aiuluutit (doiupana 


MANAGING COMHintt 
120 BSOAOWAY 
NEW YORK 


Dcar tir. Pyeatt: 


January 9, 1929 ^ 

. 

Respondent Railroads- J Y 


_ _ A ,Exhibit No., __ // 

Refernns to the E:t?rccs Con.wrc.ct: ' mU ——- 

T7e cnclosc copy of Mr. H.srce'3 letter to Mr. TTillians dated 
Decenbcr 31, 13C3, regcrdir.g tho arpress Ccntrect; slso copy of lir. 
Storę/' s letter to Lir. Taussig dated Eecorber 5, 13CG. ^ 

At the suggcsiion of Lir. Storę/, Lir. had a conferer.ee 

in his Office todsyarith Mr. Car/, Chairr.an of the legał Comittec and, 
Lir. Lancaster, Prcaident of the Ter.as and Pacific, b-_r.g m to aa nas 
inrited to sit ia. i.non 1 phoning Lir. Tilliars, ->r. Storę/ suutsd — '.s 
Ebrpresc Cor.ri.ttec felt our third poir.t rith roferer.ee to distribution 
of acscts waa v:ełl talcca, and ho fclt thsr Lir. Cary could ra.:e a sug^cs- 
tion r.iiich T/ould bring us into accord. / 


You vd.ll rcc-all 7?e raised tiiree poir.ts: 


First: 


Second: 


Third: 


Tao fir.ancial plan. Tiiis ratter han be en fnlly 
discursed r.lth r-:prescnt:;tivcs of Kuhr., Loob 2 Corpaay 
and J. P. Morgan £ Co.nn.arc'.; all arc Ir , a ccord on t he 
financing ar.d our obi ocalona aro lnic unos. 

The right of a rocd to ach for a charge in dis- 
tribution of traffic if su oh distribution v:as incqv.itr.ble 
at the tino the cor.tract nas er.tcred into. 

The cistribution of asscts in cvent of licuidation. 


• As to the second objection, the Lavr Comittee has alrcr.dy 
filed vrith the Ernress Cocait.ee ar. interpretatior. of this clause v;hich 
they bclicre, protsets tho right of any cnrricr to c.sk for a charge in 
distribution if same be ir.equi tubie at this tino. 

At toda/ 1 s confercr.ee it ras agreed that Kr. Car/ would rccor.- 
nend to M-. Storę/ he write a letter to all of tho railror.de ir.tcr :sted 
in the l-nress Contract, str.ting that c nunber of rosds had ashed for 
cn interpretatior. of the clause rclatir.g to distribution of traffic and 
also cn interpretatior. as to the distribution of asscts in cvcnt of 
3i.quidr.tion, and that the intorpretatioas of these tv:o nutters as nade 
by tho Lriw Cor.rJ.tLco «vcrc 1'iilly set forth in l*r» s Icw^cr cc 1 — 

Taussig dated Decarb er 3, 1933. . 

It v:as further agreed that there would be fxled 7 : 1.11 the Inter 
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THE DENVER AND RIO GRANOE WESTERN RAILROAD COMPANY 

rith such intcrpretations of thc Contrnct. It ią tho vlcv of Łlr. Pierce 
this vriH pro tort thc individur* rcJ 1 r- 1 ccruanies. 


the cTfcc \ it thc Cor.pany acceoto the Erpress ?^n rrith. it c-r.dition or 
resc^'tiO’ , and thr.t it docs so uran tho faith of r-i m relir icc upon -he 
opinion of thc Legał Ccrrittse set forth in I*. Storo/'s letter to Lir. 
Taussig of Deccnber 3, 1323. 

* 

In vieT 7 of th ,3 fact that Mr.„Storcv J.s_ to_notif/_ ąll_t:ic_ raił- 

roads of the L^gal CVf.rrttec'3 interorctnticns of thc t» foin-s i- cres.rcr. 
and is also to filc such interpretatior.s v;ith thc In-ersta-e -onaerce Coa- 
raission orior to or r.t the tire of the henrir.-, ut r.ot r r.ocaSi.:;^ _ 

for the Dcnve. and Kio C-rande T.estem to tako aay action vritn was in_.srs.aTa 
Cor.uerce Ccmission. 

Yours vcr/ trnl/, 



fry 


ii/- 




!ul\ J* S r- 

Presidcrrt* 
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Respondent Railroads 
Exhibit No. 12 


MEMORANDUM CF CCNFERENC". WITH MR. MAHAFFIE, 
DIRECTCR CF FINANCE, JA, A: Y 11, 1929—9:00 A.U. 
MESSRS. NICCDEMUL BELL. 

[Text i Attacb-.ont 15 to Eichner Verified 
Statement. 
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On Linę, Jan. 15, 1929. 


Mr. W. B. Storę”, 

Chairman, Uniform Express Contract Comittee, 

Chicago, Illinois. 

Dear Mr. Storey: 

I have executed and enclose herewith, in duplicate 
agreement with Agents under the Plan For Futurę Conduct of 
Express Business. 


We have stipulated nonę of the reservations hereto- 
tore referred to in our correspondence, having decided to ac- 
cept and rely, in the futurę, upon the legał committee's ex- 
pressed opinion that the provisions of Article 18 of Exhibit 
D (Operating Agreement) not only do not bar a railroad from 
a proper hearing of its claim - if madę - that distribution 
c. competitive traffic, based upon such traffic handled during 
three years ending December 31st, 1928, is unjust, but, on the 
contrary, leave that impo-fant ąuestion open for the consideration 
of any .acts or Information presented by any of the participatinci 
1 t n ^ S - . support of such claim. Furthermore, that the Drovisionś 
of Exnibit "D" (Operating Agreement) do not preclude the Board 
0i Directors of the Railway Express Agency, Inc. from providing, 
as be^ween the participating carriers, for proprietary interest 
y them in sinking fund set up to protect a bond issue corres- 
pondmg to their respective contributions thereto. 


Yours very truły, 

(Signed) J.S. PYEATT. 

cc: Messrs: W. W. Atterbury, 

P. Crowley, 

Chas. Donnelly, 

L.A. Downs, 

Carl R. Gray, 

Bird M, Robinson, 

B.G. Buckland. 


L. W.. Baldwin, 
H. M. Adams 
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0. STO-CT. CM...**.. 
W. ATt««.U«» 

I. C«o»«.ł» 

iNUt OONNULT 
A. Dowms 

• k «. C»»T 
j. rt»*»ox 

• O M. RotmłON 


ASSOCIATION CF RAILWAY EXECUTIVES 

UNIFORM EXPRESS CONTRACT ANO 1’JLLMAN SURCHARGE C0MM1TTEE 
65 BROADWAY. NEW YORK CITY 


' . t"7 i*. 

V> ^ / 

Respondent Railroacts' 
Exhiblt Ho.. - W 

January 23, 1929 


Mr. J. Ś. Pyeott, Fresident 

Denver L Rio Grsr.de Testem F.ailroad Conptny 

Eęuitable Puildin" 

Denrcr, Colorado . . 

» 

Dear Sir; 

Referring to the "Report and Plan For Futurę Conduct of Eapress 
Business"; 

A nunbar f the participating railrcad cęnpnnics havo rade in- 
quiry as to tho’ int&rprctation to be pli-cd upon th3 lansuagc of Articlo 
XVIII of the Operating Agroecent (Eahibit "D") covorins the catter of tho 
distributior. of co=petitive t.afiic aoiong tho railroad companies, parties 
to th6 Operating Agroecient, ancl aaso as to ;ho distribution of the assots 
of the noc ezpross company in evcnt of liąuidation, and have ackcd that 
the Legał Comritteo enpress its viors on such subjccts and that tha saac 
be distributed anong tho participating railroad coupanies. 

To coaply uith this reąuest I or.close 'herewith a copy of ny let- 
tor of Doccmber 3, 1928 to lir. J. E. Tausoig, President of the Uabash Rail- 
cay Coopany, chich is being cailcd to the President of oach participating 
Railroad Company togother sritb a copy cf this lottor. 

Yory respcctfully yours, 






■ 







"■* ~~ 

— 



» 


_ * _ 


• 


_ 


37:6 .-.. 

ftecrondent Ilailrofiflfc 
Exliibit No... :; 


RAIgWAY EXPRESS AGENCY, INCORPORATED 

• • • 

TO 

GUARANTY TRUST COMPANY OF NEW YORK, 

Trustec. 


'TY. V 


V l-/> 

Dal c-d, Mar cli l t 19,?.o. 


. SERIAL GOLD BO.NDS 
.AUTIIOR1ZED ISSUE— $50,000.000. 


i 
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Seciion' S. At nil limes, tbe Company will kccn and 
main tain in good order and condilion, rcasonable wcar 
and teai e-iccptcd, all couipment and olher physical prop- 
c. des ciuployęd by it in tli o express transportation busi¬ 
ness a nd.v, ill at al l limes maintnin doprocintion rcscrves 
A\biclx saall Le siuiicient to cover all losses incidcnt to 
tbe expuing sei\ ice lifc or obsolesecnce of tbc nnits of 
equipment and otbor physicnl propertics emplovcd in tbc 
express transportation business and will from limc to 
limo, tbrough chargcs to Opcrntiag E^i7s7s'or’óthcr‘ 
appropriate accounts prescribed by tbe Interstate Com- 
inercc Cominission or otber Fcderal Commission having 
like poueis, rcslorc to Capital Account tbc anionnt of any 
capimi losses in.currcd in tbe salo of physicnl próperty 
or olherwise, to the end tbat tbc value of ils capitnl 
p.sccts skal! be mr.intaincd at a 1 cvcl wkick skali at all 
times at lenst equal tbc valua of such Capital asscts of ’ 
tbe dato hercof. • * 


Seci.on 9. .The Company will not, so long as any of 
j tbc Bonds nie outstaudin", creatc or incur any ir.dcbtcd- 
ness (other iban current opernting indebtedness) whicli, 
togetbor with the principal ainount of Bonds llion out- 
sfanding uciouudor, vcill oxcoed Ą)0,0G0,C00, 'inless sucb 
indebtedness is cxpre.?slv subordinated to all Bonds issncd 
or to ba issued licrcundcr. Al! indebtednoss of tbe Com- 
J P 3J ’*> to Ino Barticipating Eailroads shall be exprcssly 
suboiduiatcd to all Bonds issncd or to be issncd liorc- 
nnder. 


SucTios 10. The Company will, co long as any of tbc 
Bonds ara outstanuing, faithfully perform nil obligations 
to bc pciiormcd by it nader tb.e Operat ing Agrcemcnts, 





i 
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nud cneb of tlicm, mul will not suffer or ponuit nny dc- 
fnull tlieromulcr by roason wlicrcof (lic Opcrating Agrcc- 
mon(s or nny of (licm might bo terminntcd. 

The Company will not, so long as nny of the Bonds. 
nrc outstnndir.g, pennit nny tormination or modificntion 
of (be Operniing Agreemenfs, or nny thereof, without the 
wrillcn con.sent of (lic Trustec. 

The Trustec shnll gi\*e consenl (o nny modification of 
(be Opcrating Agreements or nny (hereof which mnhcs 
no chnnges (heroin other than nn estension of th aic 
cluring v>'bich such ngreements reiuain in forcc or ,m ex- 
tcnsion of Uic riglits of 13ic Company llicrcunoer. The 
Trustec may givo consent (o nny otlicr modificntion wliicli 
in i(s jue!gmc..t does not ndverscly nffect (be inlcrcsts of 
(be holdcrs of the Bonds. In determining wbclber nny 
proposed modificntion advcrsely nffects tbc interests of 
(bo holdcrs of (hc Bonds the Trust™ mny nr.i. on (be 
advicc of nny bniihcrs doing business in tbc City of New 
^ orle, convcrsnnt willi (hc business of (lic Company. The 
Trust cc shnll inciir no Halli lity for nny nc(ion (al:cu by 
it in good faitli pursnant (o (bis Section 10. 

• • • . . • 

Srcnor 11. So long as nny of tbc Bonds nrc out- 
slanding, (bc Company will set aside out of its net rc- 
ceipts for cncli six montbs period ending Junc 30 or 
Dcccmbcr ol, as n sinlcing fund for (lic Bonds, an 
nmount oqunl lo tbc principnl anionnt. of Bonds wbieb, by 
tli ci i (erms or otberwise, nrc duo anu pnynblc in sucb sLx 
motithr. period, and will npply tbc mnount so set aside 
(o tbc payment of tho Bonds so duo and payablc. The 
term "net receipts” shnll, for tbe purposes of tliis Sec- 
tion 31, be deomed to menn "Bail Transportation. Bcv- 
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onuc” delcriuiccd as proridcd in Scclion 4 of Arliclc V 
of thc Operating Agreemcnts but wilhout deduction for 
inlcrcst or sinking fund on nny indcbtednoss subordi-- 
imtcd lo thc Bomls pnrsuan. to thc provisions hcrcof. 

Sr.cnoN 12. The Company will fiot obtain thc autlicn- 
tication and dclircry of any of thc Bonds iu nny rnanner 
other (han in accordancc willi thc provisions of this in- 
denture and thc agrcemonls in Ihnt oćkalf hcrcin con- 
tained, and with thc requiremcnt$ of law and after duc 
authorization in accordancc witli law, nor will it nego- 
tiatc, scll or disposc of any Bonds, savc in accordancc 
with tho reqiurc;ncnts of law and after duc authomation 
in accordancc willi law, and in issuing, solling and other- 
WJSC disposing of thc Bonds from (imc to timc thc Cona- 
p.my will we!! and irnly apply, or causc to ba :»pylice!, thc 
sanie or thc prccccds thcrcof to and for thc purposes for 
whieh it sball havc boen nntliomcd in accordancc with 
thc law to apply thc same, and to or for no olhcr or diucr- 
ent purposc. 


- AR TI CLE Fir-TII. 

Si:ctjox 1. No coupon appertaining to any Bond wliicli 
m any wny, at or after maturity, shnll havo boen trans- 
ferred or phdgod separate and nparl front thc Bond (o 

U * lm111,;lV0 bc '*« appurfenant sliall, unieś.? nccom- 
pamed by sueh Bond, bo cntitlcd/in case of n do fauli herc- 
tmdcr, (o ;:nv beucfit er security of or from (his indentmc 
cnccjit snbjoct to (ho prior paymenl in fuli of thc Princi¬ 
pal of alt thc Bonds ai:d of nil ccupons not so Iransfencd 
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'• R ESOi/ -, ED that thc occond rcoolution under thc title 
of "Contract with American Exprccc - Company 11 adopted by this Board 
at itc nceting on Fcbruary 10, 1229, clccting to tcrninate, \;pon 
itc ascignnent to this Company, thc cocalled moncy order contract 

betwccn the American Er.prscs Company and thc American Railway Ex- 

• , • 

proce Company and directing certain officers to give notice on 

Uarch 1, 1229, of cuch election to terminate effective six rr.onths 

frora Maren 1, 1929, be and thc same i£ hereby rescinded; and 
# *••••• • 

RSSOLYED that the said rroney order contract be and ..... 

••• 

ls hereby referred to the Precident with instructions to negotiate 

a ncw contract 7/ith thc American Ercpress Cccpany, to be subnitted 

to this Board for its approval, and rrith authority to servc notice 

of terniination thereof if he is not able to negotiate a ncc contract 

upon terna dee.ned by him sati6factory. 

• .*.,*• • 

‘ * 4 r 

• * . • PR0VI3I0:; FC R YATUR ITIZ3 

• O? 5Ź SERIAL G OI,D B0ND3, S 3R IE3 A . 

Henry 77, Clark stated that he nas prepared to rcove thc 
adoption of a resolutior* deternining the method of providing for 
tho payment of thc 5$ Serial Gold Bondc, Serics A, as the camc 
raaturc ceatiannaally. He callcd attention to thc factc that ob- 
jcction had bccn nade on thc part of ccrtain roado to thc Plan for 
Futurę Conduct of Exprcos Buoincno in that it had no provloión for 
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veoting in thc„railroad companies contributir.g to any cinktr.j fund 
a propcrty interest proportionatc to thcir sinking fund contribu- 
tions, and that thc Legał Comrittce had ruled that cuch provioJ.oa 
could fcc madę under the Plan and had agreedto recommcnd to the. Doard 

of Dircctorc of this Company wher. conctituted that cuch proviaion 

• • * • 

be madę. Form of resolution was subhitted by Mr. Clark and rcad. 


Discussion developei a sentiment that this action ought -to be. 'tak en 

• • 

by the Board of Directors to be elected at the annual ctockholders 
rncetjr.g rather than by the procent Eoard. Thereupon with the eon- 
curre.nce of sil the members of said Legał Co.r.rr.ittee , all of whem 
are members of this Board and present at the rr.eeting, said resolu- 
tion was submitted and ordered spread on the minutes of this meet- 
ing, as the recommendation of the Legał Committee. The resolution 


was as follows; 


f l r * 


n. l 


+ r\ 



n RE30LVED that each instalment of principał of the 
Company's 5^~Serial Gold Bonds, Series A, maturing semi-annua.lly 
in the anount of 5300,0C0 each, be deducted from the share of 
Raił Transportation Rever.ua p.ayablc to each stoekhołeer for thc 
months of January and July in each year, and be credited to cuch 
. otockholders as rr.oney advanced to this Company, both such deduc- 
tion-and suc.h .credit to .be .at .the ratę- of .3300 per charę .of thc 
Capital stock of this Company hcld by said stockholdcrs, reopec- 
r tivcly; -that this Company rpay. .or .credit intere3t upon such md- 
.vances, oemi-annually, fron the datę of each maturity of princi- 
- pal of ca id‘.bonds to .whiah .said rdeduet ior.n are iapplied,.at the 
ratc of G per centun per annum; and that the indebtedness of 
1 thię Company r-epresented ..by said eav.ances and interest ,bc cubor- 
uinated to all bonds issucd or to be i ceucri under the ind er. turę 
'"ot liarch 1, 1929, to. the Cuaranty :?ruo.t Company of -.E.cr.Yo.rk; :: 


> 



/ 
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. ^ppor.dc:--'y pr 
. ' Exb ttli-Xoz'£j&$ilo 

January 27, 1930 


)£Z1!0RA:CU1! "0?. !£?.. C-A ?.?>:! 


1H-.: l~-r-Y Zr.rress Aęer.cy; 


Referring to the specification in the Operatinr Asreer.ent, 
.'Article V Section 4, of certair. profit and loss debits as itens cf ćećuc- 
ticn in the accountir.g of the Agency ~ith the contract railroads, r.anelyj _ 
"Surplns applied to sir, ki nr and other reserre funds", "Surplus set aride 
for dnvestnent in physica.1 prooerty" and "Mfścellanepus appropriations of 


surolus": 


• ’ *■ * .1 * * . % . 

I thin': tr.at effect r.ust be r~iven to this soecification as 


a rscornitior of a r i ~ht in th? Arency to r.ake su ca apprcprietions and 




deduct tr.en in deternining the anonnt of "Raił Transportation ?.evenue n 
dlstributaclc to the contract railrcads. \ 

The orior contracts ■sith the American Railvray Zmrcss .Comany 

*2 V ł "“J • m •• . ■ * . *.✓. • i*T . # .. • a % # ^ ^ 

« .#■ * *•*.* •* ••.*• 

did not ir.clude any such deductiono. In these contracts the deductior.s 




fron express operations rever.ues rrere linited to operating exoer.se s and 
other costs of cor.ductir.g the enpress operations as distinguished' iron 

^ #**• ••• • • • ^ » •*■**•• • • m • * ^ • • • • • • * * • •• # • ‘ » • 

expenditures or aporopriatior.s for caoital mirooses The addition of 
h-T" the . 'en. • r.v? *V..' *c.r tuowrł.w -i:; -.eu-repr: ora 

theee appropriations in the specif ication of deductions in_the _operatii:g'. 

•' Ł A*“ / . • • ^ ,••• J • • •«♦ •». U mm — * • •• V' V * • J* •• • ■ W* • ' 

'agreeacnt of the Ager.cy was therefore deliberate and most .stronni? c 7 i— 

• • r.* . •• • .» ^ • «• •• % ' • . •. i »*i • . • rr, 

^ • •••• • fc'< •••» !• —^ *« • ( «w / •• ■■ mm •» » t*«a • ' •» • J ( •• s ' w 

• * % . 

denccs an intent to char.gc the basie of dictribution among the contract 

#•. • £• • • .o * • • • ■ w . 

• 

* * • ** •* 1 • *• «• *• •— • *■»•**, • • k •! « 

railroads. ^Section 4_of Article V lists reyenues, incomc and profit ur.dcg 
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- v„->ding 3 . It then provides that fron the total of thsse iic:r.s 

. cu_ —-> . . - • • .... r.c." • 

• shall te dsducted" the charge3 and itens of enpense thereafter enurnerrited 
u-der six headings. There is no prcvision in the operating ngreonent 

t .♦ . * • 

tfcat the entire net incone fron operations is to te distributcd to the 
contract railroads. on the contrary, the,?rovision.is that the "balar.ee 
reaaining" after all the specified classes of deductior.s shall.be dcsig- 
nated as R rail transportation revenue B ar.d distributed anong the contract 
railroads. It seeas to ce inpossible to igr.orethe specification of 
these debits anong the aeductions. Ordinary rules oi interpretatioii re- 
quire that the specification be accorded sonę effect, and I thir.k of no 

• s " 

,vay in rhich effect can be givsn the eapression encept by 'treatir.g it as 
a recogr.ition of a right in the ager.cy to sake deductior.s of this charać- 
■ter. I ttłs a nerfcer cf the Lar Connittee ?/hich prepared the cperating 
.agreenent as a pdrt of the whols Zxpress Plan. I do not, horerer, aćrar.ce 
; the conclusion as above stated as repres=nting the viers of that .Connittee. 
Mt: is alnost t*o years sińce'that drafting rork ras done and I rould hesi- 
•tate to attenpt to ouote the viers of the various nenbers of the connittee 
expressed in the discussion cf this anendner.t of the fcmer contract. Any 
. hor rhat the Lar Ccmlttee nąy harc inter.ded or thought i ras acconplishing 

% * •* • ' ,#V* •• 

ł Ecens.to be , imnatcrial,^ if as L. think,.. the^necessary. offect of the provision 

4 • •' • • " •■*'..• : . .*■ 4 -*r' "i . 

..incor?orąted_in .the operat Ing agreenent is-to confer.a right. to.-'nake. such'" 

r - •■' 4 - ■ ” ", t * •*-*? ‘ • 

. • , / • * :,- 4 ^ ’ ^ 

: dcćuctions.-- % •• • % • • ’’_ '• :* • 

, , .< . <4*^•» • • 1 v.« 

' . The most cubstantial argunent against such right would seen-to bc' 









• • • ' , ’ , • ■"# ’ • • ( #• 
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• .3. 

on the doubt whsther it could have bsen intcr.ded to give the agency 

r. d i fc!to 4 . i ona— y ri^hi. to witnnold aopropriations for cacitcl cumoc'-s 

dro= the net incoce distributed to the cor.tract railroads, especially trberc- 

• cc in this cc.se, a large nunoer of the cor.tract railroads would hava -o 

- ;• * . : . 

proprietary interest in the reserves or surplus so acprooriated. But the 
facts of the situation which were well kriorm at the time the Plan was -ore- 
pr.red mininize the inportance of ar.y such doubt. In the first clące, 
tr.e interest in zhs enpress business of the nonparticipatir.g railroads, 
consrsting chiefly of the socalled short lir.es, is insignificant, acrrerat- 
ing .for several hur.dred such carriers oni/ about 2 cer cent of the ev"-“ss 
business trensacted. In the second place, when the Zncress Plan was 
draiteu, the ultinate relation of the short lines to the.business was not 
. defmitely settled; the^Plan ar subnitted by the Law Cocnittee to the 
: Storey Conaittee contenplatedthat the nonparticipating railroads would be 
xequired to bear the cost of_purchasing the croperties of the Anerican " 
Railway 2xcress Coapany local to their lines._ If theyjhad been reąuired 
to-bear this cost it would have been er.tirely consistent that. they be re- 
.(juireri to share in the cost of futurę additions to proc er ty. account through 
.dcducwions fropj incone. ■.The final_detezcłnatlon to relieve the nonparticinn. 
r ins. railroada.pf .all. share in. thc^ f^^^abodied in. the ; .Agents* * 

.clrcular to the Short Lines,datcd Decenber Ztf,lS2S,i=any mnths after.the dra 
t .ing of the Plan. In .the.third place, it was understood that the,'acouisition 
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i:,-* . 


-.. 

f r.d-i -* 0 ”- 1 propcrty ar.d any other aooroori a tions for cao*tal r." —•*>.•*r 

j . ‘ * * " • ■ *•• r”"; 

! ;.vcr c-ć above the asount of .ths depreciation reserve, 7.oulć be so all 

cn arrregate in corparison rrith the huge anount of the r.st.. ir.ccne of the 

cr.press ousiness that it aight well be considered negligible., ' For thsse 

** *. •* * *• *• ’ * ■ • > . • ..-i. . ...i 

rcasor.s, I thin.< that it aay fairly be cor.clućed that asy auestion raised 
durir.r the drafting of the operatir.g agreenent as to the crcor*e*v óf 

• m ^ _ • 1 • * t *.. ,» V A 

.discrswionary appropriations of ir.cor.e night well have be er. dissicoad as 

unirportant. # ... 

. ’ "" • ‘ ■“ r*~ • »*••• '*'.*'.* 

I do not, ho~ever, recoeraeńd that the agency exercise this ri-ht 

•« •• • ,•*••• w • •• 

of cieauction in the case of appropriations for Capital purposes. Since it 


is finally decided not to recuire the short lir.j 


s to bear any part of the 


cost of the accuisition of the_ American Hailray F.npress Company properties, 
it roula oe inconsistent ta nake then share in futurę Capital iters., It 
i a illogical to reąuire contributions frcr the short lires through inccr-e 
.deduc tions for rhich they rould not receivć‘ in return Ł>interert~in the 
surplus. Tbin latter cbiection could, to be surę, be obviated by E ivir. S 
the short lir.es notes or an oper. account credit for the anouht of such de- 
auetions, but the large r.unber of accounts ir.volved in that arrange-ent 
rould «3ce it enount to an intolerable nuisance.';*' There rould be"sonę in- '■ 


• i- 


consistency also, as to the stockholdlng railroads,' 'in naiing suc'h ‘deduc-”'’’-; 
tions fro= incone, in the proprotion of the e^press business done. cy‘theo, ”*' 
rhile their Interesfin the resulting surpius rould be in"ihe p^orUon^^*' 
thcir stochholdinss. This last objection of inconaistency ras rnised by " ' 
~ r * H * miiŁns pftcr 2xpres8 Plan had been adoptcd by the reąuisite '' * 


/ 
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Łusber of roads and had be en declarcd effective. Hc urged thrl in 
crent of sinking fund applications of incone, there should be secured 
to the cor.tributing carricrs a proprietary ir.tcrest in cuch sinkir.g 

i * • • • 

fund proportionate to their respective contributions thereto. The Lan 

Coanittee ruled that this could be acconplished- under thc Plan rithout _ 

. . y. ’ • . * 

anendoent and recoraended that such action be takcn by the board of di- 
rectors T/hen constituted. The assent of Ur. Williams 1,0 *he Plcin tras 
induced by this rulir.g ani recormcndaticn. The board of directorr. of 
the agcncy aubsecuently took action providing fcr thc cayrenu 01 hond 
naturities *hich, *.7hile not in just the fora suggested by Ur. Williams, 
•observed the principle of his criticisn. The same reasons dictate the 
observance of a sinilar principle in futurę accuisiticns of property and 
other appropriaticns for capital purposes. 



CYoYtT 


* 
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RAILNV'AY I5XPli:SSS AGKi\CY ^^o.-iucnl; u'o - 7 . 

iNCi.proa.łi:i» SxhiM+- .• 


OIA Ił!. ł’-S A. I.UT/.ł 

v» ck- pm r«*in»:N r 


ino»b roa*Ti:» 

Cr.NKUAl. ACCOUNTINC HTMI*NT 

cc uhoadway, ni:u* yoiik 


, ■ --nu uaii 

Exh ^bi t no., _ir 

Fcbruory 5, 1230. 

I.n bkplt rLfA*i ar.rr.H to 


TO Ciilif'- ACC0Uia’i;:0 CrFICERS 0r' RAILROaD C0.IPAVI£3 ITłSlCii nLK __’ 

Aihc Si0oi.HCLD-R3 li> R.lILmAY łYPU-SO A9E i»CY, IMCCRPORhYOD! 

Tlie cjuostion of fincncing the ccpital oxpanditurcc of the Agc-r.cy, in 
excocc cf deprocir.wioii and retirc-iontr. cht.rgco, nccesocrily incurred arul to b& 
incurred to givo udcąuato sr v i c e to its patrona and obvir ; te exce-ccivc chargec to 
Operntir.,: hrpcnccc Ter rcpp.iring and ovcrhauling and. gtnerally to put its 
operr.uionc upór. a >-cre ccor.oi.iical ano efficic-nt ba.".ic hr.e oc-en givcn concideration 
by a firance co-aittoa of ths Boara of Directorc appointc-d for that purpose and a 
roport with rocoi.T.cnaationc w aa preoente-i to and apnrnvfci 1 by the Board at itc 
rseting on January 2B, 1930. An extract from the icinutec of the Board ohowing the 
repor- cf vhe conr.iii.teG ar.d the aotiou thoreon io atcached to thi 3 letter. 

In order to obtnin tho advancec contenplated by the Board'o action, there 
will bc deducted iron thi- charo of P.ail Transportation Re.venus (Exprccc Privilc-ges) 
payablo in Februnry, 1930 to each ruilronć holding ctork in the Railway Zxprecs 
rtgor.cy, Jnc. f the r.un of ^SOO for o ach charę of suchccock held by each cuch rc.ilt 
road. In la.%9 aanne-r tr.ere will oe deducted in suceoeding ronthe varying suiac 
ncctcsary to provide for liku ęarital er.penditurtc in the conthc inr.ediately pre- 
! coding, Ir. tne c-vont the axprosc Priviiogec payable to any railroad in sny cuch 
r.ontn chall be mcu.ficient to enable cuch dcductior to bo niedo, tho Agency will 
*S '"ithhold pnyr.cnt cf such Znprecc Privile C ec and rer.der a Bill Collectiblo for tho 
, . balance. ' 

! 

Tho acour.ts of tho ader.ncos will bc entored on the bookn of Railway 
Ł/.preor. /\gc-ncy, Ir.c., ir. an account ctyled "iion-negotir.blo ćebt to nffiliated 
cor.panicc - Adv.mccc" and will be nr interoct f rem the firet of tho next calc-ndar 
: nontta aftar cuch r.droncoa chall havo baon madę, at the rata- of 6',\ per onnua, pxj- ’ 
able c-ui-annually on ,.,arch 1 and Septercbor 1 of cach year, Suias received sfter 
: the first of cuch nonth in payrent of 2ill s Colloctible will boj-r liko iaterest 
fron the datec roceived, 

It is assur.ed that you. will maJcs correcponding entriec on the boohc 
of your Coupany cnargin^ the nr.ount oi tnece advancoc to • the Balance Sheot account 
appropriatc thersfor. 

• . 

Your atten^ion ic drawn to the fact tlirt the report approvod by the Board 
providoc for a change effcctive January 1, 1930, in the ratę of interoct to bG paid 
by tho ,\ge.ncy on acountc advnnced and to be advanced by the ctockholding railrondc 
ur.dor**provicionc of the Board 'a roaolution of Anril 11, 19 29, a copy of rhich was 
cent you with my circular-lotter of June 16, 1929. Accordingly, the rats of 
lntcrest to bo paid on cuch advancc-s will be changed f-rom 5i;fto 6% per annua 
e.foctivc January 1, 1900. Chocka for intorect duo Uarch 1, 1S30, and thereofter 
i on ouch advanc£-3 will rofloct tnie chango in th6 ratę. 

* , 

Ycut 3 very truły. 


j 

—^Yice Pronida-nC^ 
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HAIL7AY IX?FOS3 AG3ICT, IhCCBPOSATID 
65 Sroaduay, 1 ’ott York 


I, Z. 3. Mcrry, Jr., Secretary of Uri. lary óbcprcss Agcr.cy, Ir.corporated, 
do hcreby ccrtify that thc follouing ic a trać and ccrrpletc oxtrnct fron 
rsinutoc 01 * rcgular r.iectir.g of thc Board of Dircctors of F.nilray Z:orcsc 
Ager.cy, Ir.corporated, hcld January .23, 1S30 1 a* chich a auorun ras procent 
and votcd: 


"BZPOZT OF FIIAITCZ CCMIITTII 05 
HffZDITUTZS FOF. ? ICPII 


T cn: 


"Tac Fin o:', cc Coraittec subr.it i cd thc folioring report: 

'hr. Lutz, 7icc Prcsidcr.t, Accounting, advices that thc 
cxpcnditurcs for pr oper ty to Dcccrcber 31 . 1929 . cnccedcd thc 
anour.t realized fror dcprcci* tior. rr.d rctiror.cnts charges to 

operat i r.g crpcr.scs by approniratcly - - 5 3^»0C0. 

rr.d that thc ca.rry-ovcr fror. last ycsr 1 s budżet ic 

approxirv\tcly - -- -- -- -- -- -- — - -- -- -- -- - 1 , 230 , 000 . 
\ Thic yc.ar ł s budżet ic approxinately - -- -- -- -- -- -- - 6,000,000 . 

T O T A L -$7,7So,COO. 

It is estira.tcd that thcrc vri 11 be rcr.liccd fror. 

dcprcciation red rocircr.cr.ts charges to operating erpenses 

this ycar appronirat cly - -- -- -- -- -- - — - — - - - U, 000,000 . 

Balance, to be finaneed - -- -- -- -- -- -- -- -- -- $ 3j.73c,CCO . 

17c rccor::.cr.d: 

(l) that thc Ajcnoy 1 s wcrlcing fund be reirrbureed 
i—rcdiatoly for thc ---------------------- 

crpcndcd la ot yerr rr.d for thc crpcr.di ter cc this r.onth in 
cy.cccs of thc ar.ount that TTill be realized fror.i dcprcciation 
and ret ircr.cr.ts charge c to operating cxpcr.ce s, 
estirated at---- --- --— --------- 


TOTAL 

and that thc working fund bo reinbursed fror. r.onth to r.onth 
horcaftcr for c:rporditurcc rade in crccss of tho dcprcciation 
rad rctircr.crts charge a to opcratir.g oxpcr ccc. 


$336,000. 

270,000 . 

$eo 6 ,coo. 



r 









r 
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© r 


(2) thc.t this :.:oncy bc oorrowcd froa thc stockholćir., 


ailroads, nllo\;in,p thcn nn interes* r.ntc of not less thm 6fo, 
collccticn fro:’. thc stockhoidir.£ rr.il ror.ds to bc rjndc by dcductior 
frern thc shr_re of RAIŁ TRA2!3?C RIATIG*.T ~Z'!7L~SZ pry obie to cach 


ion 


ur.dcr Scction U of ARTICLI V o: thc Operatir.g Apjrccser.t; 

$SC0,CC0., or $SC0. per sliarc of stock to bc collcctcd in Fcbrur.ry, 
and thc nearest zunount in cvcr. thousur.ds of dollars to thc rmcur.t 
cxpcr.dcd for property in cncess of thc dcprccir.tion m.d ret irer.cnts 
chnr^cs durin.p Jebruary and each zaonth thcrcafter, to bc collcctcd 


-* ali 

in thc follorinr uor.th. 


TTc r.rc of thc cpinior. thnt thcrc should bc char^cd into thc 
operat i ono of th<- Aper.cy at least 6\* on all r.sr.ios advmccd cy thc 
stockholdir.£ r-ilrcads for ir.vcstrcnt in property, md r;e therefora 



TTc arc not unnir.diul of thc provision ur.dcr i ter. (j) of 
Scctior. U, ARTICLI V, of thc Operat i a,z; Apreertent for thc scttir.g 
as i cio of surplur. for invv.str:cnt in physical property but it is our 


opir.ior. tha.t thc 3card should not act ur.dcr thio provision, 
bocausc (l) it vrouli todze fror. n o r - s c o cicho 1 d i n £ railrcads r.or.cy 
for invcstront in property in rhich they y.-ould havc r.o interest; 


ired 


Mr. McDonald bas bocn anay md iiao not participatcd in thc 
cor.sideration of this subjcct. 


G. K. SnltlYSi 
W • JD • CL.i.U. 


January 27. 1939. 


Aftor discussior., 0:1 r.otion, duły rade, --— - 

the recourendations of thc J Larr.ee Ccrr.ittco wore approred, r.*ith 
thc ur.derstar.ding that the rato of interest te bc paid on thc 
ar.cunts borrored ohall bc 6p por annun." 


. u. CHAR3RI, Chairraar.. ’ 

ccondcd and carriod, 

api 

pa: 


III hITLIESS \THZ7iZCJ, I have hcrcur.to set ry hond antl affixcd thc 
corporato scal of said Jr.ilv.-ay Ixprccs Aper.cy, Ir.corporo.tod, this 3 r ^ d*y 


of February, 1930* 
(SZAL) 


E. R. lierry, Jr. 


O 


Secretary 
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Rcspondsrt Kai 2 rc c*- 

£xiuoit Ilo., 

Herch 5, 1930 


SU3J3CT: 


Advances for Kcuer.pt i on o f 

Bonds for Sinking Fund. 

• • 


Mr. 


H. R. Kurrie, 

Presldent, Chicago, Indianapolis & Louisvllle Hallwny, 
608 South Dearbcrn Street, Chicago, 111. 


.Dean Sir: 






I have your lctter of February 25th Ir. referer.ee to tke 
action of our Board of Dlrectors authorizing deductions fron enpress 
revcnuas pa/abłe to carrierG under the Opcratlng Agreenent of azcur.t: 
to provide funda for ezpenditures for adaitions and betteraonta to 
the Real Property and ncuipnent Accour.ts of the Agency heretofore 
madę, as viell as for futurę like expenditures. 


It ls true that the Standard Oceratirg Agree 
provisions which would er.able the Agency to reduce the 
to the raił carriers by chargcs agdinst Profit and Loss 
you have naaed, via: 


ment contair.s 
ar.oun.ts payablc 
for the accour. 


a 409. SuprlusApplied to S Ink Ing and Other Reserve Fur.ds . n 
n 4ll. SuprluG Set Aside for Investement in Physical Prope 


ihe ust of these accounts, howevcr, is voluntary cn the par 
of the Agency, and the Board has decided in this case and in the case 
of the fundo reouired to retirc matur Ing Eonds not to use them. 


If you will refer to the report of the Finance Corznittee 
which accompanieć my circular letter of' February 5th you will obcerv 
the reasons assigned for not uoing them, as follows: 


e 


m «e are not uncindful of the provicion under 
item (J) of Section 4, ARTICLE V, of the Operat Ing Agreenent 
for the scttlng aside of surplus for invcst.T.cnt in physical 
property but it is our opinion that the 3oard chould. not act 
under this provision, becausc (1) it would takc fron non-stock- 
holding railroads moncy for Invcstncnt iii property in which 
they would have no interest; (2) the intercct of stockholding 
railroads in property so acąuircd would not be proportionatc 
to the amounts thus chargca to then; and (3) there would be 
no Intercct charge in the operations of the Agency on the coct 
of the property." 







r 
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In addition to thc reasons assisncd by the Corislttee there 
ls thc further oojectlcn to the use cf thcce accounts that cuch a cit- 
uatlon v;ould prcscr.t thc an.or.aly of contrlbutionn to thc Capital of 
thc A^cncy by the cor.trr.ct raił lince out of rcvenucs and a progresslve 
inerease ln thc eąuity cf the stock of thc Agcncy hcld by the "partici- 
patinj' railroads“ v:ithout thc reflcctlon in thclr asset accounts of tac 
cost or value of cuch incrcaec. This objectlon v;as volccd by C orni 3 sio; 


It would appear that the pnycent of interest to carriers upon 
the aćvances rade would reaily place the-se lnvesterents in about the* 


dl tor, and such ir.terest v:hcn char^ed into the incore s tatecent by the 
dcotor is bcrr.e by the users of the property in the proportions of the 
usc rade by ther, re~pectively. In these circurustances, the ir.terest 
ratę beins Ciir/ 1- would'ziot nake a ^reat dcal of difference hcv; the 
anour.ts of the Capital obtair.ed is distributed arong the Interested 
rallroads. 


Yours truły, 

(signed) Chas. A. Lutz 
Vice Presidcnt, 
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Respondent PaUroads 
Exhibit No. .w 


Minutce of tbe Kcctlngs 
of the Board of Dircctors 
of Railway £xprcss A^ency, 

Inc. 

VolumeH 
Pp. 153-6 

MIKUTE3 OF THE RZCULAR 
' MEETIKG OF THE BOARD, in 
applicablc part 

September 27, 1933 
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. .In rcco^niiion of hic lor.£ and ff.it. -.ful ccrvicc, tbc 1 'rcrlilcnt vccn«< 

ucnucd thc.t Chubb*5 bc rlaccć on thc Acer.cy'c f>ycci;il Allotrauco 

Koli at v£.CJ co.jtr.i cffeciiyc July 1, 19^0j i.‘hich rccorLz.mdr.tion, on 
• * • 

cotion, duły itaćc. sccor.dcd and carricd, was euprovcd. •* 

*•* jwcsjas:: cy frcor ro:*: ■Accwiis o? 

*ob?rb>v: hailpay cc:..-a;:y 


. The Frfiićtr.t ref er red to /.ętion of thi* 3 o;jd or. July r 5 , 1953, rei a 

tivo .to thę purchase cf ctoch of Knilwcy >!xprcts Aęency, Incorrorntcd, for 
• # • • • 

r.ceount of Sstit h:r:; Co.rsr/iy, r-d rezerted tu et uli of thc 2u siu-e 

dc o i red by IhŁt COiifizay hchcccn -.u-zhe-.ced and that i uch stoch had ocen 

traneferred, ir* ncoordmco with reouest of President Morris of thc Souther 

Kailv;Ły Cenyony, to thc folio?.!n.^ eoenraies: • •• . • -• •••' • •. * 

Southern Śailryy Coryr.n;'...* 19 chares 

.' Tha Cłr.cii.nr.ti, Ket? Orlcar.s ar.d Te:-:is 

Pacific Wr.il v;r,y Csr.;,*r,y. 3 n 

... jho Al. f itr.TiA .-rce.t icutr.tm !.£j,lroc,d Comrui^'. t p w 


Total 


» 24 » 


The Precidcr.t clro reperted that thc A^cncy had rcicaurtcd thc 
holdcrs fra:.i whieh thc stoch Vłis jurchzsed for thc advor.ee 5 nade by then, 
«Cdrojatlnj . It07.37. • . ** • . 


scoroty 




Tho Freddent rczorted thr.t r.s a rccult of thc aćoption of thc 
Sconory ?l łU which v;r.o rade effeetiro July 1, 1933, 352 positiona had 
bccn discantimted duri.* thc r.onths 01* July and August, r.nd that sarin^s 
anountin.- to $y*l ,S31.C? a r.onth hr.d bcen rcnlizod. 

nuxh? Avracr.;gA?io;;s - ait/js?. 10 ^ 

The łresident reported thr.t, ur.dcr budżet apnrovcd for 193S, Capital 
c^caditurca had heca (.uthiclscd durisg tho r.onth of August. 1933, aa . 
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Irprcwuir.ts to r-iuildir.cs 
. . Automobile Trushs - 
• Addi lici'.*! 

Rep J. .-.cement o:' Y/orn-Out 
Unlts 

flatforu Trudo aud Trrctcrs 
• • Atlui11 o.*..*.2 iO'^łu:f"t 
- Jiisssl2.rr.cuu5 “.-.ui.-r-.or.t 

’ Totr.l 


$ 1 , 130 .Ł <2 

1.070.32 

6,006.31 

W.llh 
_ 2 .^ 147 .'O 

•$12.659.70 


• • •• ; . ST ATM u! 5 "? 5' CV rV.]V“'-” r -7 «"*) -75 ‘ 

• • • 

Couparoiive S*.Łtc:.. ( iiłto c: ?.ovcr.uo and cr.scs of the cor.rary for tre 

Eonw/i s- .vjiu*w, 193o, with August, 1337. **’-nd l®?'?. roia for tho first 

cisn. rz.n.M*. o. 1 ®.)** 1 «* corresefln...r.** ucriodu of «7 .. ir.aa . łA 

prCi.cn .e^, ■ru—, .ca - net 1 on, duły urue, seconded ar.d carrieć, orc.cred fiied. 

CC.*Zr.'J_ : .TI**d i.V.l 5 di.:T 0-’ hhSJLTS £'£ pyn;_ '>?n ~g J 

s?Ai:iv.v o o?,^, 

Cor.parr.tivc :.cr.tuu=:;t o:' hcsults of Operaiions Uiidcr St/eićerd Cr.f-r.ntir.r 

>jrrcement for the nonth o'* io?r * v - * • 

ww.. 4 . t ^;o, *■•---• «*• 3- w. r .c -Ias. Łcvcn soutns o: 

1332, Trłth carrcrponiinj period. of 1537, raa>c S cntcd ( e.nd. on r.oiion. 

<iuly r.Hdc. scoor.dc:: oać carrici, ordereć filc-d. 

IŁ-rlll-ii-Oi..'* . : .Gi.;C2'3 hChiiS AM) A.vVAhCZS - 

• A^usr::;::: oy .-.oi-.-.c-fs ::r?:i-:c; ..■r-or: k-:*svvv 

•Tho 2 ‘resićcnt ref er red to action of thic Sorrd rt its uccti.-.- of 

Fobruary 23. 1332 . rcferrin 5 to tho Finer.eo Co._r.it tec for cor.cićcratior. 

nnd rccocu-.cndv.tion the qv.catior. 5 of (1) tho Af.cr.cj- ir.suir. c nnd cellin G 

non 'bonds to pry- off its o;:istin 5 5;1 Serial* (Sold hor.de, Serics A. r.-.d non- 

ncGotir.olc fest- representin^ nćv?_ucco nade to it by its ctochholucrs; and 

( 2 ) of propoccd ad jus taca t of ovcraeoru.nl of dcprecir.tion. He prcccntcd 

report of the ?lr.ar.co Consitteo. dr.tcd Aujust 31 . 1?33. as foliowa: 
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"KAILT/Ac jKifcilSS AG-WCY, INCOArOIcATAD 


Pinanco Cor.-r.it tcc. 


August 31 , 1033 . 


"Łlr. ń. 0 . Kcrd, ' 

rroiiacnt, .-hnl*.«”* Sccpresa A^cr.cy, I:ic., . ... 

?30 vn:'.z Arcnuo, lici; ior.’:, K. v, 

Ecrr l!r, Kcod: ' . ■ 

„ ' *Xcfcrrin B te your lctter of Harch 1 , adrislr.r thrt 

thc .lewa o. Si rektor5 of i.\u Kr.il vrrv r-rrc*s •-<_ .•_ .„ ,V . *, 

Febru.ary S 3 , l-JJS, h:.d rofcrrci to rZ‘*~i 7 Z 

lion f/u. roco-^.-.oa ł .io;t cucstirr.s (I) of tha Ayancy isruin- and sclliar 
nc.r conas to if of * ita 5:'- Serial Gold lor.r.s, Scric-s A, and ° 

its non-no-o.ccoo i-rnrcscntir.r fecca nade to it ba- itr stoc’-- 

'u IC r'i;V T" 01 (rećuetior.) cf thc A-ency's 

doprccj.r..ior» reocrv<ł oy rpy.i-o::i:;.?.tely :2, cCS, 110 . 

i'Cco.n:.ićrj-:ó if.z-.z tha .•iocrd of JMrcotor*- rr* 

" 77 th - of '~ £ Interstate Ccruccrce Co~'-.issio'r"*"t•.e iśr-ó ~ 

..... c.-..e o. śh.^, •ov 1 ^u Jac* t-r-luc of tenis ir. K&ctantially thc Ł v-.e 
*o*„i *-.s c::i -, (9 i : ci*lal Gold lor.dr, Saric" - . *'o~ t'— 

cr * i?ti - *»*» r:r.turir G aftćr"l^ch iTYJS^ułh 
.-* •' ..1 -..e j.r.zcr.z:.ire, e.n-\ ( 0 ) o — 

*>An.»i •>^ ^ h %*. k , 4 .•„ _ • • , ^ , ' * -'*v “**j — • - 

1 .■.*; <u - •*— r*c.. c w 3 co or**■• r ■ r *. »■* 

cą-iuo^ cr seai-er. nu.nl installnsnts over & period of 10 vcarc* cr”l 5 ~yeft*'* 
v»icncvei- is founci to dc :r;.rc r.dvr_.tn-cons to thc a--"c*' ^ “• 

^‘ c C 0 ‘‘f u ' C: tac diffcrcric-i in interest as betuocn Ś" 1 S ryva f'«-r ł 
Principal carat cf 5 A toner, and thc anounc of U;J boads, 

S ?i:^ al . xr - stŁll - rat6 . cvcr '-r-^iod of 10 ; WS| c,t an nni^i‘R-P- Ł "o 
o- .f 1 * 0,00 ?^ 5 ct '" ci in le«cr, but this is not 

v —-u-.tu •••'•- c. .# 4. oc O- 10—vi*. ccrirl 

ooncc Ciiii cc sold cn 3 ubstr^t*'' ^* f lo-r *. u ^ ^ >..♦ . * C * A 

vw * ‘ w “ ^ * T ’.- Oc.SlG# 

v»10 C wwCi^ cl n ' **ci ^ ** -c r , A *. ^ , 

• Ai vrf . Ahr. * . 4 . i., . * w x - 4 c - - Cw- c/ wo tr.ee:- 

4 ., . . , Ł ^*----c .%vOr:c;* l no cavir:#r cou d co 

hJ ; '.'° n ? liCrin ' - : -° «S4 th« W:oU«i'«?" c; 

tóe «•• «•«<. .--dv,r.===. fct ir thc aS»; ' rc .i 

^ e . #SK ““? rh ” h thC: ' ; '“‘- V0 la ^ WiS thc 

thj k t this i c co. J b " c ' ,lCC “ C0 '* ‘•" a ViC ci’c 01 opinion 

, . 7,c furt hcr rocon-oend thnt thc ■nrorn-''-* «/• f u. 

>.f.ency'c ćeprceir.tion rcscrve be not -^ c tar °hl~ . 

opinion th.it thc r-.o-.n-. TS.1, - lłC rcacono: (r.) v:e are 01 

in thc conr.anv's 1 ““ .^ doirccir.tion nr.d obsolccccnco 

thc rc.tos Óibć : * b*r *'-e n f "'" 1 ’ 00 nccurntcly cr.tir.atci, 

(b) M c:Ur-7 0 7;;ho\^^‘ -- ^f- S do°n‘ t'7- at b ? st , inr ° rr ’ cd ff-**«e 8 s ™»a 

put ar"' r.dd ! * < o---i dnii^ ^ f 0,71 uc ? rt: cifttion rcccrvo will r.ot 

tho r.il lr o - do” If ia tnC ■ A ‘» c " c; -’' R tr ca aury which could bo unici to 

A 0-U3 ‘ 11 fc * 10 ^ency nas at c-ny timo r.orc cash cn hand thr.ń is 







nccdofi i! i lt? th* n — s+orr' c ~r» >.n A A r-\**->* ^ r J) i. _ ,. # j •,._«* 

- ••••••. ^ ■ ■• k “ C J W a a fc. »4a.J. iOc.^C 

0 ^ w ?jdvr*nci?s r.^'-dc o^* t.iin rr-.jl?'crd j to t«ic •'• , *cn**v* 

• Yours vcry truły, 

• #, ... 

•. * • • • • • . E. 0. 3UCXI,Ai:D 

• * • . T.\ 3. cjjv?ś: 

g. s&iriZR 
•P. 17. CHAFC3, Chrimnn." 

Chairnm Chr.ra.*:c oi the Fj.::; , :.cc Coinri 11 ec, he.yiny te er. J.r.vit vd to 


of this subject, re=siuir.£ thrcu,:hout the tr.lr.nce of the meetin-r. 

Ao.ter dnecussion, or. retion, duły nade, sccondcd and carri ed, the 
f dioniny rasolutioRt rere e.ćootcd: ‘ • 


* 1tjc0.il »Dt .h^it xt i ri tto co'uio*' 3^* ę • 

• •• • - -Socrd of Directors thr.t nesciintione shouić be"con- 

* • * *■ t Cii '"'I t ” *• r» <■» ^a a « M .' .. . - 1 _ ł .. 

-— -v- . J. Waa ^ wO c. r a I . v- r V .? C‘Ciir.ltC 

tRsts on rhiŁi the o-.;:-trr.din-- rnount of tonie of 

ftronronir.o.t?1 v cló.Of' r *'0 r „ • *. Ł 

* * m * ••*. v / W « - ^ « * V...C V . a^ # W 

• •■ t*ie rpfur.ćis* be lir.ti.trd to this “Ty™t* fn** 

- w rcr;oc..;t oe, f-ne. ;.e hereoy i o, juithorisof. to 
tŁ.-:c ta er. otr-cr stc-pr. rc :..c,v be necssar-ry to con- 
• sunna, tc thic 2rr?.n,~ńr.er.l; md tc it 

FUjiiti^id H.*jO w. f n--t Oour. scl for the .*“■**■'c*v 
dircceed eo urr.vr up the r.ecccsr-yy fom of resolu- 
.tion to nr.*:e this fir.nr.ein~ eff:cti'vo, cucn rc'--:' 1 
■ • ■ *^- on *° r - & -’- 0 *"• pc-ft of the rinuteo of this Bestia*;. 

»■ Poż reć i rt i ~in Rercwo * * 

The rcconr.endr.tior. of the ?iaancc Connittee ła łtu forc £ oin/; rc;:ort 

thr.t the rrooosed adjustscat of the Aęcr.cy' a dcprcciation rcsnrvc be not 

nade *n 5 conaidercd. and. on notion. duły rn.de , sccońdcd and ,«rricd. 

o.pproved. . . * ■ . 

ASgOt TOaSKT . 

On not i on, duły uadc, sccor.ded end cnrricd, the ncptinz; vsm r.djourned 

• / Scerctary / ' U 


I 


t 
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dii 1!EV/ YuAK, jl£W HA:Eii Ai;U HARi/Cd) ri.Mljr.OAD 


, G«EuCrilo n dL 

Guairaan o: tiie Bourd 


Reąp.pndc-ni; 

^rJiibit go.. S3 l. 

ju- *'*” 

Have:i, Conn., Decesnoer IV, 1968 . 


Hr. E. 8 . Frencn, Presiaent, 

Boston and Marne :if’U:o: c, 

Boston, Hans. 

Dear Mr. Frencn: 

I am gir. a to respond to tne auenions raised in your letter o: 
December lotn reiacmg to tne proposed agreeaent oetneen tne railroaćs 
and tne Railway Kspress Agency lookiag to a refiaancing oi 8 ±t>, 000,000 

of oblications at a lower ratę of interest. 

Let me say at tne start tn?t i aave never regaraea myseif as 

a represent?itive only of Tne Her York, Her Haveu and Kart:ora Railroać 
Company of the Ker Knven system mile sitting on the board of the 
Railway Sspress Agency. I am and have been froa the start elected to 
that position not only as a repr?sentstive of the Eastern group but as 
a representative of the Ker Snglend Pjiilrwds in that group and th^refo: 
I have alrays felt an eąual responsibility for all o; the railroaćs in 
Her England enoeptmg tne Boston i Albeny rhicn la represented on the 
board by Mr. Willienson of the Ker York Central. 

The nropcsed a arsement has for its objeot the re~undi..g o* 
^ 16 , 000,000 serial notes no?/ cutstar.ding bes.ring internat st tne ratę c- 
5 -». This is rhat remnins of a 860 , 000,000 issue mnde ?.t the ti-.e trhen 
tne Railusy Ex?ress A.-ency acąuired the prcperty of the American Railra 
Erpress Company in Harch 1309 . It ran so obvious that tnis ratę of _ 
interest ousrht to oe reduced that re on the finnnce committee adrocated 
and ćcvised that v:hich has resulted in the nlnn and agrecment oubmittcd 
to the ctockholding rnilrondn. The only ounore of keening the old 
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limit of 33.1,000,000 rns to enncle the Agenoy, if the 'Jo- rd of 
Directors snould thir.k it cdvis;iule, to i-ssuo audit .oaal notes for 
corporate purpoaes rhicn vrould hć-ve an equal str-nding with those 
already issued undsr the indenture. V. r e do not anticipate naving to 
avnil ourselves of tnis limit, buc it is oovious _ c:i? t if r:e do not 
have it,-then the only alcernative v;ould be ;o obcain the ucney by 
taking it from the amcunt gv?ils.ole for rnilrosd operaticns »nd roulć 
deprive the raiiro«c6 currently of che cash mc.n they rould ccherwise 
xeceive. The 3o?rć of Directors representing the stock.nolding rail- 
roads would include the rniiroaćs receiving horę than 65 fS of the 
railroad. transuortation accruing v.nder the contrach. It cculd there- 
fore seern tr.at the directors could be deper.ded uoon to take only such 
action as trill benefit all the reiiro^ds because otherrrise thcir rail- 
road TTouid be the greatesr loser. This resnonćs to pararraph 1. of 
your letter. 

As’to o a ragraph 0: 1 arr advised by the Ageucy this mornir.g 

that up to the present ti.ie stochholders receivir.g 58.7S r j have execucec. 
the agreement ind pronises have be en receired from other raiiroads 
indicating action at r*n early datę bri.tging the total up to a total of 
81f$ of the raił tr^nsportat .on revenue. This indicr-tes tr.at it is 
reasonable to exnect that rll or nearly nil of tne stockholćers will 
■sign the agreement and thereforc rnything in the way cf ir.creased 
participation if it should happen nould be negli;.irle. 

In ansrrer to your pr.rngraph 3: The present infor.ra tion is 
-that the saving inscead of beir.g .il,500,010 nil be 31,900,000. Your 
•unćerstnndirg is er.tirely correct ta; t t.iis increase in rnil transpor- 
tation revenue is to be óistriouted n.icng the carriers nnrtiee- to the 
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agreement under A'ticle V, Section 4 of the Cpe o t Lug Agreement. T.nsofur 

ho the internet pe.id by the Express A.ency upon tne nmounte r.dvnnceć by 

the railroado is concerned, tnis is largely o ca en tra.nssction becnure 

tne Agency must Ti rst secure the nmounts with chich to oay such interest 

by deductions in r.rriving s.t raił transportatlon revenue. 77ith the 
« 

reduction in interest ratę from 5p> to 5;.- on the p.dvances the amounts 
deductible in arriving nt raił transoortation re.venue obviously will be 
reduced. I think it will be elear to you froti thie ezolanation that 
the situntion under mich the a;'v?.nces are madę to the Agcncy by your 
Corpąny is not comparable to that under chicn er.penditures are mace for 
iaproveruents, and I uay say that I have been the outstandir.g one in 
tne Agency to insist upon tne reduction of the ratę of interest p.lloced 
on the advances. I have felt for some t-.:ne that eve:i though this 
pnyment of interest tfs a bookkeeping transaction as to the stockholding 
reilronds, yet the picture of tne orming reilror ds oayin,'? thenselres 6-4 
upon advances juet to retire seria.lly b4 bonds rould to the unthinking 
accure the Management of railking tne co juany rt tne instance of the 
larger railroads. Tnis could be even morę aop; rent men the ratę of 
interest is reduced to an ?>.vera;:e of ab out 2 e / 0 as rill oe the caee men 
tnis financing is co:n ileteu. 

You may be interested to knot? that the ratę of interest ci^l 
vary with tne uaturities. Tne first maturity, June 1, 1239, wiil bo at 
the ratę of 3/8 ; ,I>* The lent ..n-turity, December 1, 1943, ciii be at 
tne ratę of 2 1/24. Tne > v rin.e r;.te is 1.9^8-i, cr.^cn is I belicve tbe 
lorest ratę of interest * t cm cli nny rallroad securities heve beeh 
out out. The expected cost, ev«ry tn i.ng includad ciii be at tne ratę 
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of 2. 2)o. The oankers oropose to take tne:.> i.t S9 and eell tnea at an 
average of par. In this caee the snving to the Reilwsy Sxpress Apency 
la Baid to be $1,902,250, an average of p little over *130,000 per year. 

In conclusion I think you ought to kr.ow tnat we are not surę 
of continuing even 5<i on the advmces. If the ratę for mo.ney continuee 
as Iow ac it is now I ehould feel at liberty, unless I was instructed 
to the contrary by the New England Rr.ilroads, to urge ae Iow a ratę ae 

u?on theee a^ances. Agrin I rnpeat r/hatever ie eaved in interest 
Ib gained in raił transportation revenue. 

I iiaagine you r.re ir.ąuiring for the Boston & Uaine and the ' 
i-.aine Central, becauae at the sueetir.g yesterday Mr. Head, the President, 
stated tnat he had not received yo 1 " agreernents. 

I can unnesitatingly recoauend your acceptance and execution. 

I have siuilarly recosaended to the Trustees of the ITew Haven and they 
in turn to the Court whica has autnorized acceptance by the New Haven. 

Very truły your8, 

(eigned) E. G. Buckland 


Chadrinan. 
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.Novembcr 20, 1933 


y\ 

/.A 


Kon. Cliver 3. Sweet X,# 

Director of Finance X^ 

Interstate Ccr.r.erce Coirjnis sipn X 
Washington, D. C. * XhX o 


XX a X 


y . • -Ji 

DEC 1 • Q > P 

K# u U 



Dear Mr. Sweet: ^ | Ź' • •• s J 

Referring to Finanse Bocket No. 12242, 
Application cf Railway F/press Agency, Inćorporated, 

. under Section 2Ga of the Interstate Corr,nerce Act for 
the autherity cf the Cor.mission to issue $15,000,000 . 

Principal arnount of its-serial Notes: 

Attached to said application is a form of 
agreenent which, as stated in the application, the 
a opli c-ar.t proposes to er.ter into wita railroad corr.panies 
. which are holdcrs of capital stock^of the applicar.t 
- providing for advances to he nade iron tirr.e to tine fer 
the purpose of rr.ee ting prir.cipal payw.ents in respect of 
the Notes. The ouestion has arisen as to whether the 
authority of the Connission is necessary for_railroad 
conpanies to execute such agreener.ts as constitutir.g an 
assumpticn of obligaticn or liability under Section 20a. 
I under 3 tana tonv no sucn autnori«y is necessary,lar^ciy 
hecause the agreenents do not corstitute a direct ocii- 
• gation or liability to holders of the Notes and is in 
effect nerely an agreeiaent to loan raoney to the Agency 
or tc pernit the Agency to defer payment of a porticn of 
Raił Transportation Rewenue and pay interest thereon. 

Hay I ask if you will kindly confirn this 
’ understanding? *• . . . .. *. 


• HSM/C‘j 


Yours very truły, 
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ACD: Złu 5 . 


i' W 


v""; ‘ ' v .-m . 

V** ' *> ? ,;*• 

ij .- 


Flr.cr.oc Doc-Ow No. 12242 


• . . * 

• 


Doconbcr 5, 

• ł 

lir. K. S. liarre, 

.• 

• 

.He?.\'0:iC>r; r. 

Yico-?rccidcr.t ar.d General 

"?»» 5 * 9 V •—*. *^o ^ i • 

A «L ^ J « t ^ j « j 

230 farb Avenuo‘ . 

Cour.col, 

. 

• Jl)v * / ; y.< 

4 '• • •' V t| —* , 

fie\7 Ycrh, ii. 1. 



• 

Doar Gir: 


• 

• 


Referrins to your letter of Mcvar.ber 20, 1933 , 


porto.inin f 3 to thc applicction cf thc .-.clanmy -icprccc 

' a - /s w ^ • "• o ł r < r. li A P.nn A’** f. r*' 7“ 


Agcncy sror CLUwlioriSy wo Inr.uc 016,000,000 of soric._ notce, 
you aro adYiscd th&t considcratior. hes bo on giYcn -o thc 
draft of the prcpcced stochholdera 1 ayreer.-ents to bc 
cxecuteć bot-:-cer. thc variouc stochholdors rr.d thc P-allncy 
Zxpress Ayency. It doco not nppenr thr.t tr.ese anreer.ont c 
contair. any proni cc or a^rocncr.t on thc part of thc ccrrior 
executin.3 it whareby o.r.y obliration Yh.?.trocver "cuid be 
inposcd upór. it to dc anyChiny r.t r.r.y tir.:, the cffoct cf 
it beiny on r.cąuiccccr.cc ir. cc rt.nl r. octc to bc perfor.t-cd 
by thc H.ntl—y Nnprcr.o Ayor.cy. It is Choreforo the vietr 
of thic bu renu that tcrr.c of thc steclcholćcrr. 1 asreenents 
are cuch cc not to irr.oocc cny 0bli.3n.ti0n upór. thc cnrrlcrc 
executiny them, vrhich '.rould cubjcct ther. to the provióic.nc 
of oeotion 20 n in reyerd to thc a c '.ur.pt i on cf 0bli.30.ticn 
and liability in rcsncct of thc cecuritica of another. 

Your unćerctanalny cf the r.attcr ac cct forth in your 
letter i3 ccnfirr.cd. 


Yory trały yours, 




* * • • • , * > t 
• ■ . • \S!iiucu) 0LiYL'i\ d. y u i-LT 

.. | ■' •• . Director. 




i 


/ 
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RAILNAY 2»3SSS ag: 

Inccrporated 
La;.' Department 
230 Park Aver.uo 
New York 17 


K. S. KAPJC 

Yice-?rcs. and General Counsel 


U 1 


Respondent 

£xhibit No.: -&5L_ " 


.. ‘ Óctotc? 24, 12 'o. 

Kr. L. 0. Kcad, Presider.t 

Railway Drrprcss Aper.cy, Incorporated 

23 O Par!: Avcnue 

Ncv/ York 17i New. York. 

Dear Kr. Kead: 

Referrir.2 to the natter of callir.p for rcder.ptior. tho out- 
standing Notes of the Aser.cy in the a?.ovat of 03>200,CC0 or. Decemoer 
1, 1940, the Ager.cy to advan.ee the $3i2C3,CCO ar.d cc reimbursed by 
cdvanccs throuąh deductions frem Pall Transportation ?.evenue payablo 
to ctocldióldinn carricrs: 


Unc Btcckholders’ Apreene.nts prcvide for deductions fren 
Pail Transportation ?.evenue to make the prir.cipal payr.cnts on the 
Notes as the/ hec ono duo. If the Notes aro called for redenption cn 
Dececber 1, 15 HG, the principal paynents will hccor.c duo on that dato. 
(indenture, Article Pcur, Section 4), Tkis wotild noar. that' tho er.tirc 
$3i2CO,CCO shcuić ho deducied iron P.ail Transportation ?.evenv.o prior 
to Dccember 1, 1945. That would rec/.urc substantial deductior.s to he 
nade tefore Tecerber 1, 19^» at a ti:r.e v:hon Raił Transportation 
Reycnue is very Iow for a r.urber of the stockholdin.p carricrs ?.r.d 
>/ovdd involve the paymer.t of p ccr.t interest on the advar.ee s so 
nade which would norę than offset tho interest saving resultir.g fren 
redenption of the Notes. Hov/evcr, the Stocldiolders* A-reerents 
further providc: 

fl that the D;<press Company shall not cc roauired to make any 
dcduction in respect of any prir.cipal payr.ent heconin.p dus 
upon optional cali for re&er.ption of Notes if in tho judgment 
of its 3o?.rd of Directors the Drprecs Company has other 
funds availaole to provide for the paj.-r.ent of the Notes to 
ho rcdecmed, !l 

I understand the A^ency has sufficicnt cash to advancc the $3»2CO,CCO 
to redeem the Notes, provićed it be reimbursed hy continuancc of the 
monthly dcductions in the same mannęr as at present under tho Stock- 
holdcrs* Agreementc, thus savin£ the interest on the Notos to tho • 
henefit of tho carricrs. Thus, the Company has "other funds availabie 
to providc for tho paynent of tho Notos to oe rodGom-cd' 1 , proridcd tho 
Company ho roimoursod hy continuanco of tho advances. 
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In ny opir.ion a rcsolutior. by tho 3oard of Diroctoi*s of 
thc Arency vovlcl "bo valid, authorisin- nc.var.cc oy .hc A u cr.cy c» ».io 
$3,2C6,CCO ar.d rcinburscr.ent of thc Agoncy by ad.var.ccs iron the 
stockholuing carricrs. Attachcd ia draft of suc:i a. rcsolutior., to 
be adopted as one of a ccries of rcSolutions av.t:ionsir»c tao rcćer.p— 
tion of thc hotes. 

Sue’.', a re solu tion. would be i r. as córa v;itn tho *«v.'• r s t ar. ci” 
fron ths bcrinnir.g of thc A-cr.cy that tho stochholdir.- railroads 
vcvld advar.ee to thc Anor.cy thc rr.or.ey r.eceosary to neet tac principr.l 
pru-iont s of ocli.patior. s icsued to purchase thc property and lor ora 
isaticr. crrccnscs and worlzing ca—i sal, lor wr.icn tr.c ongmal ^_)2jCo 
boni iscue was creatod. rac Stochholdcrs 1 Agrcer.or.ss wcrc ia. i'ort.'.or¬ 
ane e of that understanding. 

Prior to thc Stochholdcrs 1 Asreoner.ts deductior.s fror. Pall 
Transportation ?.evenue to naisc thc -rincipal poyrccr.tc on ono A“ency s 
bonds were nade under rcsolution of thc Loara April 11, 1213,.as 
ar.cnded Jar.va.ry 3— • 1-933 • Ehe prcanblc to tnc rcsolutior. oi .-.pril 11, 
1329, stated that the Co.—ittes cf Couasel for A-er.ts hnd ruled that 
such provisior. could be nade 'cr.der tho Plan. I havc bssn unable to 
find that the Conr.ittee of Counsel nada such a ruling in writing. 
Kovrever, the files and records of that ccmitcce snów tnat tacy sc 
ruled in r.cgotiatior.s and confcner.ccs with represer.tatives 01 scr.c^ 
of thc railroads in thc fali of 1923, w.icr. tnc raij.roaa .0 v/crc as. os u 
to Jola in ths Plan, and tho rondo v;erc assared provision could bc 
nade to givc the participating railroads a property in tercet proce r- 
‘tionato to their sinlsing fund contributions. 

At thc rcetir.g cf thc terporary Scard of Directors, which 
acted to organice thc Conpany, Pebi-.vr.i-/ 23, 1323, henry 7. Claris, 
ono of thc Lircctcre and a nenber 01 thc Co—dttec of Covn.ce! , ssated 
that hc was prepared to r.ovc thc adoption of a rcsolution detemaing 
thc nethod oi* providir.~ for thc paynent of thc bonds isoucd Marsh 1, 
1323 , co as to provide for vestir.g in ths railroacl conpar.ics cor.trib- 
uting to any sinliing fund a property iiiterest proportior.atc to their 
contributions, and the Legał Comittec nad ruled that such provision 
could bc nade ur.der the Plan ar.d had agreed to rcco;rr.er.d to thc Loard 
of Directors when cor.ctituted that such provision bc nade. Mr, Claris 
subnitted a forr. of rcsolutior. which was read to the neeting. Tho 
minutes of thc necting state: 

“Liscucsion dcvcloped a eentir.ent that this action ounht 
to be tahen by the Loard cf Directoro to bc clcctcd at 
the annual stochholdcrs neeting rather than by tlić pres- 
• ent 3oard. The r cup o 11 vith thc concurrcr.ce of all tho 
nembers of caid Legał Co—Attec, all of when arc nenbers 
of this Loard and prosom; at thc nccting, r.aid resolutiou 
v«* subrdtted and ordered cprcad on tho isinutos of this 
nooting, as thc rccomcndation of tho Legał Corsaittco, 3 


o 


rj O 







hi *-i 


--'--i.u . 


1 •» — - - ^ - . 
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7no rcsolution set forth in the nir.utcs of tho noctin^ of 
ctnury 23, 192 ?, vas la stfjstar.tially tho forr. odoptod ty thc 
oartl oi* Siroctoro at its mcctinj April 11, 1929- 

As above st&tcć, a rcsolution ty tao 3o?.rd as no*./ proposcd 
would car—* out tac 'nade r stand i r.p tnat tho Gtoclfioldlr.j rr.ilroaus 
vould advar.se tho r.oncy aecescary to nect tho princir-nl psynonts of 
tho A gońcy 1 c f unici otli£ations 0 

Yours very truły, 

(Cicned) E« S» MA2X. 

* Yico Precident and C-enoral Couatol 
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JGSOLiJ, thnt nonthly doductior.c frcn ?.ail Trar.sporta- 
tion Pcvcnuo of stoclcholdir.r carricrs and the credit theroof 


qs ao.var.ee s 


cor 


raca i; 




:u m 




Stocltholdcrs* A~rccr.cnts te tho c x t c r. t r.ecoser.: - / to rcstorc 
to the Corpr.r.y the $3i2CO,COO prir.cipai c~.ov.nt to "te rlcpositad 
with Guaranty Trust Ćor.pany as Tructcc urder tho Ir.dcr.tvro 


dated IJcccntcr i, 1233, for use 


:o ir. reno cni 


s Cor-r- 


or. Pccenter i, lędi, the Serie.''. 'To te o, Serie? A c: 
pany which cy their terno would natura subseouer.t to leccr.- 


ter 1, 19 ^ 0 , sr.ch rostoraticr. to oc at 
per nor. th. Until the furthor crdor of 


thic 3oara this Cer 


shall oay or credit seni-amvu 3 .il' 


tr.tere! 


at 


:o 01 


per ccr.t per amur. 


v v SIC 


st and Doccroer Ist in cach 


on tho to tal ano‘ant of such advar.cos as of tho c o rcsnectiv 


dates as well as on advar.ee s 


--- u - *■ 


o Deccrfcer 1, 194o. 


o 


•u r.ir» ovi 
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Łm 4 ,* - 


Bcfore thc 

INTERSTATE COMMERCE COMMIS5ION 


DOCKET NO. 33140 
EXPRESS CONTRACT, 1959 


TESTIMONY OF WILLIAM B. JOHNSON 


Prcsident 

RAILWAY EXPRESS AGENCY, INCORPORATED 
219 East 42nd Street 


New York 17, N. Y. 


Fuli text of statement appears as pages S - 32 
of transcript of August 1S, 1959, pages 119 - 113 
of this Apt>enćix.] 
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THE PENNSYLVANIA RAILROAE COMPANY 
FINANCIAL DEPARTMENT 

Reply to: 

1334 Transportation Center 
Six Penn Center Plaża 
Philadelphia 4, Pa. 

July 28, 1959. 

Messrs. W. R. Grant 
C. J. Jump 
L. Spencer Miller 
L. F. Ormund 
John B. Reid 
R. G. Rydin 

Members of Finance Committee - Railway Express Agency 

Gentleman: 


David C. Bevan 
Vice President 
Philadelphia 4, Pa. 




You have received a copy of the letter addressed to me 
by . Johnson, President of the Railway Express Agency, together 
ts attachments, namely, che report of the Board of Directors 
to the Standard Agreement Railroads, dated July 2nd, and the re- 
port cf Mr. Johnson, dated July 6th, to the chief executives of 
. e carriers which are parties to the agreement. From these 
papers lt is evident that the Board of Directors decided that 
the railroad advances to the Agency should be evidenced by non- 
negotiable notes and that the Finance Committee of the Aoency has 
been directed to consider promptly what the terms and conditions 
of such notes should be. 

. 1 thought it might assist in progressing this matter 
if I submitted a definite proposal to you for your consideration 
and commments with the thought that if it proved acceptable, 
it would eliminate the necessity of our meeting upon the ąuestion. 
It is suggested that the Agency issue 5% Notes maturing on 
December 31, 1973; that the Notę Agreement contain a provision 

dl ^ lden ^f wil1 be paid prior to their retirement; that 
.he Notes be callable at par, in whole or in part, in amounts 
not less than $1,000,000 upon 30 days' notice and that such re- 
demption shall be on a pro rata basis. That provisicn shall be 
madę for a Sinking Fund commencing with the year 1965 (the 
$7,000,0C0 loan madę with the Guaranty Trust Company includes 
a restriction against the retirement of any advances prior to 
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M hS h A ? Ur iiL° f 7 is loan) * The Sinking Fund shall operate on 
Maren 1, 1966, and each year thereafter and shall be 10% of the 
net income of the Agency, that is 10% of the 50% retained by 
the Agenoy °f the amount in excess of the out-of-pocket expenses 
of the roads. The Sinking Fund shall be operated on the bas.is 

of a reąuest for tenders and the acceptance of the lowest bids 
at par or less. 


annrna -u T me that the foregoing proposal is a relistic 

approaoh to the Agency situation in that it makes some provision 
for -we ^etirement of debt without being onerous. If at any 
uiir.e cne Agency is in a position to finance at a lower interest 
cest, it may cali all or any substantial portion of these notes. 


Very truły yours. 


DAVID C. BEVAN 


cc: William B. Johnson 


7 


y. 












411 


RespćruT.e/i t ?a i Iroads 
jio.. *7-3 


Railway Exprkss Agency 


iMCUNMiurmi 


Okkick OK vict: i*iu:sim:vr, aiimi.mstuation am> kina.nci: 
aio HAST I^MI M'Ui;i,T 
NEW vonii 17 , n. v. 


C. J. JUMI’, 

viCK rut.mtum.tr 


July 31, 1959 


lir ł David C. Hovar., 

Cliairnnn, rinnnco Ocnnittco, 

c/o i ho rcnrjjylvania hailroad. Conpany, 

l>lx ł-cnn Center i-lasa. - 

Hellad cip hi a I ; a. 


>->/'- 

fhO 

,/j c i 


•\ - o 


"• ł';' 
-vV Ł v-- 


" i 


Dcar hr, i>cYc.nł 


ilccpondlna to your joint letter of July 28 to non:- 
bora of the rinanco Connitteoi 


Sondo callinir for an interest rato of yjc^g * z — 
cued ln the zv.rz. cf >.C2 riillior. ±r\ 1080. -"■o na to ro-njircd 

to r.oot the serei-nnnual nnturitics :;ero ndynr.ccd to tho" 

Ag cno y by the s toc '-'hołd ero • -hen orc-half of t^enc b*"\io 
had t?on pcicl oCf the rc.-ainina honda vcre cnllod r-d Paro 
roplaced by serial notes on v.v.±ch the internet rat os rr-.ntod 
frosi 3/ ;.•» co • '-‘■ho stocirholiers coutinucd to ndvnr.ee 

funds for rctircrccnt of the notes * 


Interest payncntn on the adva r.c o s£ e c c i vc d froi; tlio 
fctochheldcrs kavo be en r.ado a 3 follows s ■ 



Fi^ins at 5/> the interost rato on the notes to bo 
issued to the stoclcnoldcrs \;culd rcsult in an increr.se of 
25/^ in tnę interost char~.es. lliis uould ba couivalcnt to 


•i 0«_,0 v-uO « Cc'0 a ■! to r^pv^cni* - i -i j-y-a 

aTiOunv ...łic.i o wi..o ,/oiu.d Lo availaolo for Tjnynsnt bo 
the railroads for liauling erpros 3 . 


Under the imendcd ibepress ( norations Agroensnt now 
boforo t)ic Interstate Connerco Corjr.iśsion for anr,roval the 
Agcncy ultir.ntely \;j.li r.ssur.io fi::cd oblirntions to the rail¬ 
roads fer the transportation of cirrress trafi ic • i uculu 
hopc tiiat the railroads as ctockholcicrs v;ill not nai-o it. 
too difficult for the A-cncy to r.cot the myr.ents to "the 
railroads as ecntractors \:hcn the .-‘.".ency begins to operate 
on r.orc ncarly an aritb lcngth basis. • ; •• 
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It is snt^estcd that thc notes to be issucd to 
tho stockholders proviie for interest p.- : -r,onts et tho prir.c 
rato in oiTcct durirc cccii interest period; t.mt if J.io 
princ rato should chnn-c thc chanie in tac ratę to be paid 
to thc stocJńioldcrs be nade as of thc bcyimin-; of tac in¬ 
terest reriod nearest the datę of thc chana o in the priitc 
ratę. iiiie \. ł culd brins about ar. imodiatc increc-.se 01 1 / *- 
of !.■> .in the interest payr.ontc because tho princ ratę r.ou 
is as c osp ar od uith 4> J not; be 1:13 paid by t.:e ^C^ncy. 

I concur in your proposal conccrnir." the estab- 



I bolicYo also that the notes to stochliolacrs 
to covcr r-cunts cdvanccd by ther. v iii eh wero ronuired a rA 
uscd by the .*;:oncy to nurchrse tiic preperties oi tho. ^r.cncy ; 
prcdcccssor should bo subordinated to any and all o ther 
indebtedness oi tho ńr^r.cy cicccpt, pernaps, to thc c:ctcnt 
of the sinbir.3 fund. 


cc-Messrs .V/. II. Grant 

ii. bpenccr Ililler 
L. F. Orr.ond 
John B. ile*id 
K. G. Rydin 


Yours vcry truły, 

y ■ ) > / 

^;/i/ 7 

Viee President. 
ć • .* 

. " / 
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SOUTHERN PACIFIC COMPANY 


John B. Reid 

Vice President and Treasurer 165 Broadway, New York 6, N.Y 


August 7, 1959 


Mr. David S. Bevan, 

Vice President, The Pennsylvania R.R.Co., 
1334 Transportation Center, 

Six Penri Center Plaża, 

Philadelphia, 4, Pennsylvania. 

Dear Mr. Bevan: 


I agree to the proposed terms of the Notes to be issued 
by the Railway Express Agency for existing railroad advances, 
subject to the following co..unents: 


(1) It does not seem necessary to limit the amount 
of any partial redemption of Notes to $1,000,000, or morę. There 
will not be so many holders of the Notes as to make it unauly 
ourdensome to provide for redemptions on smaller amounts which, 
unaer certam circumstances, might be desirable. Also, if the 
loan Agreement with the Morgan Guaranty Trust Company prohibits 
ti e redemption of any advances prior to its maturity, would it 
be possible to have a partial redemption prior to 1965? 


(2) Even though the sinking fund will in all probability 
be smali, it seems that it would be morę eąuitable to provide 

f® tirement Notes pro rata than to ask for tenders. If 

all the Notes should be tendered at par the sinking fund re¬ 
demption would have to be proratea in any case. 


.. -i . ? Since the Notes should not have a maturity longer 

than the life of the Contract, it would seem desirable to make 
provision for them to become due and payable at such datę earlier 
th^n December 31, 1973 as the Contract might be terminated be- 
cause of withdrawals or any other cause. 


Yours very truły, 

jpJe. ** fi >> -*/ 

cc: Mr. W. R. Grant, Vice President-Finance, New York Central 

System, 230 Mark Ave., New York 17, N.Y. 

Mr. C.J. Jump, Vice President-Adm.& Finance, Railway Express 
Agency, Inc., 219 E. 42nd St., New York 17, N.Y. 

Mr. N. Spencer Miller, President, Maine Central Railroad Co., 
Portland 4, Maine. 


89 




(cont'd) 


Mr. 
Mr. 
Mr. 


L. P. Ormond, Vice President-Acctg., Atlantic Coast 
Linę R.R. Co., Wilmington, N.C. 

R. G. Rydin, Vice President, A.T.&S.F. Ry. Co., 

80 E. Jackson Blvd., Chicago 4, 111. 

William A. Johnson, President, Railway Express Agency, 
Inc • ę 
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T A.tchison, Topcka and Santa Fc Railway System 

EXECUTiVE DEPARTMENT 

Railway Exchange, SO Easc Jackson Boulcvard, Chicago 4 


R. G. RYDIN 
Vi et Prcsuienl 


lir. ! avld r . Trvrtn, ‘.'ir.c IYeaident 
The i : c L-.s.y 'lvn;ii a isilrctnd CcMoany 
1334 Trans jurta t ion C ents.r 
bj.< l r enn f c-ntor rl?.za 
lhiladclr>l:\a 4, fennsy brania 

1 car Mi*. "cvoa: 



Thia will conf irn my tolapkono cónvorsntioa teday wiih 
lir. Cerstueckcr i.-ith respect to yov.r letter of July t'i haviti~ to 
t*o vith the proaosoc! cooversio:i of tho fispresn .Wricy’3 otr-n nerounts 

oviii" the railway co-pani.cs iato no:i-no;;oti<?M.c notes, I wouló bo 

* 

vlllinn to ro alonrj wi.th tho plan wliich you hnvc sw^.reited, includiry; 
tlić 5^ interest ratę, rliich would cera to be ia het pi.r’ *.:ith prcvall- 
in£ conrtitions in the noncy rarket, The rato ha o bera r-c? justod l oforc 
and I supposo it could bo done a;;ain by afrcement ii' at so.ro futuro 
tine eonditleno scen to wr.rrant it. 

Yours vury truły, 

. (Signed) R. G. RYDiK ; 


Mr. 

Kr. 

Kr. 

Kr. 

!ćr. 


:J. 1. frant 
i:. J. Jir.ip 
l.. i-peneor f.illcr 
T.. !'. frr.orul ''' 
John 1'. ,^cid 
William b. Jolmaon 


.•»< •/ 









\ 
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,•••'• . . KINANflAl. Ułi;j*.VA,TA1>:NT 

' •• • •• August ±2, 19^9 


II2.'i5^nioA2> dJorm^Aiw 

V* 


V. 

* » i • i « 


* 1 )i‘» _ . • V 

«<C «< i -■ • / • *ti ■*■ ^ • 

• _/.•?: *>/!At* r 

ó*.artP 4:^ ,5? 6 


j.j * + mm 




»•. r» • 


PltPLT TO 


Dayio C. Br,VAN 

v>ct rociiOłnr !, ;• ' f • 

rHIUketl.MIA 4 , ,*. . . ■ • 

• * • 

lir* Y/illiaci B. Johncon, JYccidcnt 
Itailway lirprcoe A^cnc y 
219 Kast 42nd Street .. J. b > ;• 
Kew lorlc 17, lic./ York , 

Dcar Kr. Johnson: . : • • -.*. 


’• »’• V**. *»| 1 * .". I “ ^ * i 

.• • . * 
l ••• • •• •*« —% 




. : w. u. s. 
.'■•AUG ]'J10S9 


. ■ On July 20th I vrrotc to tho nericro of tlić Fimnee Co:mittco 

c^CBcctlń-, in vcry broad outlinc, tho teras of r.otco to bo ieeuod in 
licu of adYancca. A copy of thic lottcr v;ac foruorded to you. 

• •. • ... 

I liavo replice fron tho mcobcre of tho Coneoitteo Indicatin^, 
in £enoral, opprcYol of tho co brcad tczv.io» . . • . 

• •* • ,\ *• ... 4 .... 

. •• * * • • • 

TJicro uould bo of cource como cpccific provislone containcd in 
theso notes which aro r .oro or leoe nattore of dctail and I tMnk they 
can be diecueeed bot./cen lir. Ju.np and ir.c vhen tho foisn of notce ie 
prepared. At tliat tir.o ;/o can a^ain h.avc tho r.iaubcrs of tho finanse 
Coranittcc rovic</ this laattor by for./arcLuij drafte cf the r.otoe to then 
for thclr apnroval and co.-nont. .. 

:j • • •... 

• So far ae the broad ieeuoe arc conccrncd, Kr. Junp sumo et ed 
that tho notos bcar tho pricie rato of inlercr.t fro:.i tino to ticc. It 
is ny feelinc, and the fcclins of othere o u the Corraittee, that notce 
Yiliich arc to bo ieeucd to covor adrances cuch ae th.eeo arc not co.r.parablc 
to prii.io loane in any v;ay and thcroforc I thljik it ie prcfcrablc to ect 
the ratc at 5,^. Thic ic acrccablo to cli other r.raboro of tho Fir.anco 

COul'ilittco« t ,%* . r ■. • # .. . • t • , * *.. • r . .... ... 

t '...•'ii i" *• ' - • ' ; *. .• •• .*;■• • , 

. Mr. Junp a? eo coirrcontcd on tho fact that ho bciievcd the 
Sinld.n£ Fund ehould bo related to diepoeablc inco.r.c of the A^cncy after 
taxoo and althourji I aez ec:aowhat unccrtain ae to cxact..ly 1 io\* the uordinp, 
ehould bo drav,*n i/itli rcepect to Cir.kin," l\md, v. f c aro in accord uitli 
Mr. Junp ł o eu^cotion t!;at tlić 10,1 eho.Il bo applicablc orły to uicnvoeablo 
Icorac aftor tauoe. V.’o can, in preparin;; drafte of tho notce, coneidcr 
hov/ it ie bcot to ect forth tliie cinkin;; F'.ind foiv:ula and I do i»t thlnlc 
vo liavo anj- ąuarrol or diffcrcnce of ojiLnion with itr, Jo.Tp’e idea ln tliie 
roopoct. 

^ ^ - dr.M. 




r h .!, .3 v ^ 


i : 


• • » 


THIS DOcbl/.F.lIT IS ‘J^UPPLIED 
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l!r. Junp alco co.cnwntcd that tho notoa chould bo aubordinatod 
to any and all othcr ir.dcbtorincso of tho A^or.cj cxcept to tho cntcnt 
of tho Sinlrln;; Fund and I ,va in accord vith thia co far aa procent dcbt 
ia conccmcd, but thcro ie aor.o cuj c ton in ry rlnd aa to whethcr or 

• jiot ancli nclvanccs chould autoratically bo cubordlnatod to furthor 
indcbtcdncoc without conscnt of tho holdorc. 

' W • ' *:.*.*. 

Kr. Reed, of tho Southern Pacific, ha o a~rccd to tho cufT/istcd 
torac of tho notce or.ccpt that ho cuceticnc tho nccceeity for Idr.dtir.- 
pvai tial : oi.crptionc to s'l,0<u0, ^CO» or r.orc, and I thinh lilc point rlyyht 
bo •./all tahen and that wo niryht vcry woli ćccrcaco tliia cuaount to 
v>500,CXXd. I third: theno will be no cjucction that tlio othor i.-.crubcra of ‘ 
tho Co.nrittco would concur. lic ciao rolce a the oucctlon aa to whethcr 
or not the liorjran Guaranty loon would proiiiblt rcdcr.ption durinj tho 
. tern of thal loa.n and I third: thr.t tho reatrictiona aro npplicablc or.d 
y/ould autoratically prevcnt the uco of Aceney funds for cuch purpoco 
vhile any lo.in ia outetandinj. .• 

- *>- • *» •* • * ' *.:• * 

lir. Reed alco ąuectionc the cu^eciion that tho Sinicin" Fund 
bo operated by tender. Thic was rccocraonded in ry letter bocauc-o th.o 
Slnkin/j Fund can, by definitiors, bo co email ao to make ci pro rata cali 
bur den co::, o and I bclicvo the Acency chould havo on'opportunity to r.pply 
cucli fundc to ita beat adrantarje, ar.u if thorc aro holdorc of the notes 
v/ho nro Y/iHln^ to tender thc:u for lccc than par I think t};o Acency 
chould bo cr.titled to tho benefii of bein£ ablo to buy then in et what- 
over prico ownerc arc willi ng to currendor the.?.* • 

' ‘'Thcro in a major oucction in ;cy nind aa to tho poccibility 
of accelferatinę tlio dato of 'natur i ty of the notoa which rirjht boco;:o 
nccoccary co far aa tno holdorc aro ccncorned bccauco of tcrr.iination of 
the contract or dicpo cal by the Acency of mb etan tial por tlone of ita 
projiorty, etc. Thic ia, I tliiiic, a ąuoction wliich lir.* Jiuuo and I can 
diocusc and perhapo includo cuitablo lar^uasc in the draft *3 of notes. 

*• łiavo‘ rcccivod advicc that la*. Orr.ond of the Atlantic Coact 
lino rotirod offcctivo Au.;;uet bth and tlct ho did not feel it would bo 
proper for hir. to participuto in thic natter. Althourjh hc fclt that 
parhape a aubstituto zuoubcr of the firance Coiaolttoo wculd be anpointcd, 

I nm undor tho iir.precelem tiuit you dcciuod to proccod v;ith thic raatter 
v/ithout appointinrj cny rcclacczoent. • . , .. 

• .. i. .* 

• ... ^ ... • ••• *•• 

•' • ’■ ’ I will bo prepared v/henover I-Ir. Jim p io rcady to diocucc any 
of thoco que:;tiona in Jsoro <ictnil co that draft a of thu notcc.cazi co 
proyyrcoced. 


V-. V'* 1 L 


1 • 


• m \ i J - 


... , 
% V .‘l** 1 ' 


Co I J Io o er c • U* n. Cr^int 

Jiu.ip 

E* Spencor MLHor 


,Very trały youra,' 

DAVID C. nt\VAT’ 

Jolui n. Roid 
H* 0. ^ydin 
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ExńiM ć UJŚJŻT' 


0723ZR 


SSRVICS DATI 
JANuASY Ó, I&63 


/j‘Lcf of - *•• ••»•** 1 Ai— CC2 C_j.\C- CO.ÓMISS..ON, Firance Zoard 

2 - hcId i:s °— ice in Waskington, D. C., on che 2ist 
Cr.y of Dccc.t..:cr, A. D. 1962. 

Fir.ar.ee Docket Mo. 22249 

r.ML-.WY ZZFZZSS ASZMCY, IMCCF.F0r.A7ZD, STCCK 


U appcmr;. a Rat Zailway Z::?ress Agency, Incoreosw.tcd. cf 
Mc-.: York, M. Y.. a na.auarc Corporation, by acolication 
:iovc~ber 16, 1962, pursuar.t to rascluticns of its board o* d : - t~ 
tors as a?provcć by its stcckkolćcrs rr. Scptenber 17, '962 
.-r-horicy.undcr sections 2Ca and 2U of the Tnr—star. Cpr^srci* 
Act to issuc a,G/o.CC 0 shares cf c r—on c r 

che par valuc ot $.1 each (a) by rcclassifyir.c its present shares 
of cor.T.on stoc.t •..u.t.rcut ncr.inal or par vaiue ouestardin- or hołd 
in rts treasury ir.to cerr.on stcck o. the tar ca'uc of o-^h 

ł T?5f tel J ^-. ior =° --5Si-icaiicn. to rckci^^O. 

share of its Łrsued anc curttndbis scock :nclućin S these skares hcld-r 
lts , treasury, anto 2,C75 skares cf cc—on scock to be th—wrt'*-" 
cncncngcd aor no:: ccr-.on stcck of tkc na- vrlu- of S* 

rL^S 3 i: - !: 2 * :i - ics = c c . : i-ccrtcration and by-iawiTto rmcve 
uhe rcqui.c...cn t -aa- tac steo.: ca applicant ,tav bc hcld en 1 }* '-v 
railroad ccrporaticr.s, :o r:sws tao rcopjirmeńt tk.-r the kołder 
ar.y snarc cr s.tarcs cf stcck of applicant. prior to ary sal* 
^rans*er or otner oiscosition taer” 0 ' — JS - 0 ' . 

i-pplicant aor purerase at tkc praco sueh skares v:crc issucd. -a-d 
to prov^ac trat tkc kcldcrs cf skares of r-tock cf tkc atti ■>. -- 
shaU havo no prcc.t.ptivo rigkts, and (c J to autkoriac attlićar.t 
to stanp certifacatcs for shares of corrr.cn s*-ock ~ v -d 

rcętrir-im-- _i _• _ * - -•‘■u 


ii 


rcstrictior.s contair.cd in ar. arend.-cr.t ‘to its Standard Zr.trcss 
Opcrationo Aftrccrr.enc * " -%.*•***r*~ s **r % c . , - 

, a ^t.. . * a> / ». 5 nuć ~c»w»Tcci lor 11' * *» 

pi.i *- P o o c | t iir. t che or r P . ^ r , •_ »•,, 

that no objectior. to‘ the applicatión kaTocen ćffered 

^ * 1 —a—» ar.at cpp 1 acant's arranncrr.cn ts V:’t* it 1 

railroad stoc.c.ioldcro prior to Jcly 1, 1951, icft it witk r.- f ’‘ , -er 

the*rai"-o^r S ZJŹ* 0? ?° rz 'Ż? LZy Zo -ccu.ruiate a surplus, and 
dr-bt roadiT ° u ""* z -'\-^ c tanancif.l advcrsitics vkach nade its 

applic-canJ-i ° f° t cnd2 5 3 noa,ithstanćin S the fact that 
p?iŁC ‘- nw - capttal uas ansa^nificar.t; _ __ 

ard lo --^b-’-^r r • ~-~ r 1 ! 1 ? t sar.ee applicant has been cn a profit 

0 '-t of\> 3e2n £>J - C t0 «cucralate a r.odcst surplus. 

to^cffcct^the nro ?r ° P f CS f° “f' 3fcr to its ^?^al stoci: aeccunt 
applicant £ P r °? osed .ręelassi fic ation and stcck split. and tkat 

split rtUtai Cke -«l«sification and stcck 

bctn;oen f j D -- n 3* n u ~oout a norę no mai ba lance 

to atplimn- £ - - C °- ^ vhich W ^1 of benefit 

its ter^nalsl ŁCS rtiC l uirOTenc s for constraction 
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t.J. So. 22349 


. . e - 7I-.tr tppiictnr's idar.cifisble c-T-r-ii- 

7:.? J ,r:-r 7 r°f,; 552 » «:ri. a .557.952,010, coaizni 
-- in s.-.is _r.rrtr.cc cha diffcrance 

“ s -' 2 '' ;= C -' Ł eurręnt liabilirics, Ład raal nropercy 

c;'t42 W ć-;-- ’ **«. 7 ~ ^55. knd ex- 

. Ł *_ “*■ w ^w“ w w~ w ^..b »5.->,5_s, ccr.sirrir.': of 

T^ a ^. M .~ oa SCOC —-r- *27,637,054, ccuipranr obiigarions 
1—™!:;** C -; Ł s=3cli v5«»2C0, by $5,442,1C4; chtr uren 

COi.Mtet.«. a .»LOn O *. t*\2 p*»0“0222 ^^TCV*CCC uicr C“P’" ** Cl W*"” 1 

-tc.tttcć by tpprtuiutrcly 51.579.7CC, _r.d che śurplaa*rcśaiain- 
r !7‘ ." 3 * V- . : --~csc for vl-.it:-. t sur?lut shculć bc ° 

r.ę.in__.^ :> tr.c r.itr t.-.c c-::-cr.rcs o i cha proposed issuc as dcctilcd 

^ 44 t444 - — *-CC«»LOn uiTC CSC » C Q ćL C o GO* £** q 

"'■ tha Stic loarć so fir.ds, chat rhc 

07^--- T:;' cy T : ?- £SS A S c "-cy. Incorpcrateć, of r.oc-ex- 
i-—CS os ccrrron sroc.c sf cl-.c par vtlua of SI 

rc- C {--^ ■ CCiCJS “"i:’ : '" s i:3 1 ' 0CC ' s "'- r “ 02 c0 ~=“ £=ocl: uichour 

VC - UC -' :yVC3 " n “-' f o^isrtr.ćlr.s or hcld ir. irs rrcssury 

Cw..«.0.. SwOC.C C« u\C "CT VClU2 O - A” a*r'« - —r» ' 

__ . _ ... * • * v - 4 - w *‘> *-4.c uC.y prior 

,! d “ a ’:,:‘f®i as f‘ ,,4: : c<: 5 1 ?“', = ®. ;:cclassi2 y cich of -irs issued 

Ł..C o_.—.,nc.... u s ..oc.c. sncludsnc those shares 1-e'd -r ^ts ,, 

s: : c -. cs c .* . ccr - von s = oc:i =° '=« ^crakfća/auahanskd £?' 

?ą- of $i aach, tr.ć proposed 

.%r. * i C * C , C T icwwcs iicr s.icrcs oi. cc “.-.en ccocl;, widescins 
r;:;j ‘■° £U,i i cc - =° c-*e ras trier ior.s ecnesined ir. iss Standard 
‘ r o :: _ f: i .' , : ,:: -rr- ins A ę-pO.-o--=, cs cr.er.dcć, ts afcrtstid, (t) tra 
r.f.°^ cc 7 = "• L ~v_n -£= corporarc p.urposes tr.d cccnaciblc 

r r -. ,: ' 2 -. c - t > '• v - ch = “ccassary tr.d tpprcpritra for 
u,Q co._.s.er.; v_s.i s.-.a pr-oper pe-.-forKar.ee by ir of servi.ee ro rhe 
?: or.d which vi-_l r.oc ir.ptir irs Łbiliey 

" ,y ' ‘-‘i*-*- &v -/- ca » — iCj \°) rctsonsbly r.c-ccssary tr.d 

.ppropritre tor sucn purposas; 

r— 1 ~ ' - - • • > cr.d rhe sard 2osrd fur rhar finds. rhar 
c.._ep_ -“C c..wcr._ ^rtr.scd, rr.e tpplicarion sheuid be aisiaissed 

xr. all or.iar respeers: 

. . J . t. ■ l S °-~ cc --ó , T.-.st Htiluty E::prass A^cr.cy, Ir.corpor.irad ba, 
^.. 1Ł •'■ crc - j y‘ oushorissd (t) ro issua r.or c::acadir." 2,076,COC 
.“11- . ccsr ---on scoc.; os s.-.a ?tr vtlua of 31 es eh by recltssifyint 

*,0«o s.*w_cs os irs co.vr.on 3rock uirhcuc r.crslnal or par utłuc to 


coiŁton sroc.; of rhe ptr vtlue of $1 ctch, ps.aser.cly oucsttndins 
o. r.csu ir. irs treasury, tr.d irsr.editraly prior ro such reclassi- 
sictrion, to raeltssify esch shtre of iss‘ issucd tr.d oursrttdit- 
Scoc.; incluoir." t.-.osa held in its treasury inro 2,076 shares of° 
co.rsr.on stoc.< ro be theretfter er.char.sed for r.ew ccrsson srock of 
tue ?ar vasuo of $1 ctch, and (b) ro srtr.p ccrrificttes for shares 
o. cor.-r.on sroc.c evidencir. G rhem to ba subjcct to restrictions and 

conrair.ee in a Standard Z;cprcss Cpcrating A S reaaent, 
as a.-ner.ccd, so. che purpose as hercinbcfore sec forth; 

- - 15 - u ^-' !0 - czered , Thar in all other respects, the appli- 
c.tson bc, and ir ss heroby, disoissed; 


i 

i 







. 420 


__LiJ Gv 


. -Z. ;co. 22349 


— ::r ; ; issucs any shares 


.--"-.'■'Oaai co las 

.' 3 “ . ł >->--C7i, pravi*.i:*.j Jo - .* c.;c o' - _- •- •- 

--.-.i.'..... bv a*.., w0 ?? cr.Łraof, culy 

C.*.is wG«v.;i5cion t;i. -*• * - * r, ^ vr 7* * •—i-od wizn 

Iw iS “.GC-2 oJiGCGiv»2 j 


A- : r, .i i-i/. ?•_• oi* 


--» 


s=cc:c no, Po solc/oloSed’ - * P 4Ą* h jr Q in auchcrizod, said 

o-' by che cn^-can- ^ n »l- ' °* 0Ł M"**sa cis-jcsed 

Cfcis Zo::.:.isz" ot.’ ‘ Uawl - 50 orcered or ap?rovcd by 


cc—I - - y~ ’.. :;;:r '■" e ^r-plicar.r shall rcporc eon- 

“ v. oa.c ar.a co.o); 

cor'i Zc-- - ; -T" C ~. V~1 ~T ’ -y'*'*,”. ^ppliccnt shaii subait for 

jcur.'.c:"oncr' ; cs --'c‘i-'^ i -o 0 -4o iS C . c "*" is£ior - -*" cc copies or the 
- —-wqtoi.Cto wo recoro cac cransaccion; and 

£o iR^i7"ar.y W “ia- e -’-"’' C c- = ^i?--^ r ‘° =:iia3 hcrain sha11 be conscrued 
thcreón, cn che S«Vt£ U^S-ates. ^ ^ “ dividcnds 


(s-c.) 



MAR.0LD D. HeCOY, 
Sccretary. 
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BEFORE THE 

INTERSTATE COMMERCE COMMISSION 


Finance Docket No. 20812 

(Reopened by Order of the 
Commission January 9, 1973) 


VERIFIED STATEMENT OF JAMES E. WALTER 

My name is James E. Walter. My home address is 
641 Sussex Road, Wynnewood, Pennsylvania 19096. My business 
address is Finance Department, The Wharton School of Finance 
and Commerce, University of Pennsylvania, Philadelphia, 
Pennsylvania 19174. I have been Professor of Finance at 
the Wharton School sińce 1962. Prior to that time I taught 
at the Harvard Business School, Carnegie-Mellon, University of 
Kalifornia (Berkeley), and Duke University. My academic 
background is, as follows: A.B. in Economics from Duke 
University in 1942, I.A. from the Harvard Business School in 
1943, and Ph.D. in Economics from University of California 
(Berkeley) in 1953. 

I am the author or coauthor of several books, including 
The Inyestment Process; As Characterized By Leading Life 
Insurance Companies and Dividend Policy and Enterp rise 
Valuation , and numerous articles inthe areas of accounting, 
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corporate finance and investments. I am a member of Phi Beta 
Kappa and of several professional societies and have served 
as an associate editor of the Journal of Finance . I have 
also served as an expert consultant with the S.E.C., the 
Department of Commerce^ the Smali Business Administration, 
and the Treasury Department. Additional details as to my 
qualifications are provided in my resume appended hereto. 

QUESTIONS POSED FOR CO^SIDERATION 
This Statement addresses itself principally to the 
following five ąueries. One, what was the real effect upon 
REA of substituting "Advances" for "Surplus Applied to Sinking 
and Other Reserve Funds" as providcd in Account 409? Two, was 
the repayment of debt incurred by REA truły an expense of doing 
business? Three, what was the naturę of the railroads' total 
contribution to — or investment in — REA? Four, upon what 
impiicit suppositions is the Verified Statement of L. John 
Eichner based in its analysis of financial benefits accruing 
to the railroads through ownership of REA? Five, what is the 
-C-Ommon sense , financial view of the 1969 sale transaction 
involving REA? 

In considering these questions, I have reviewed 
the following materialsl "VerTfied Statement’ of Facts 
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Submitted by Certain Railroad Companies" dated Octobcr 9, 
1974; "Brief of Certain Railroad Companies" dated October 9, 
1974; "Brief Together with Proposed Findings and Conclusions 
Submitted on Behalf of REA Express, Inc.," dated October 9, 
1974; "Verified Statements on Behalf of REA Express, Inc." 
dated October 9, 1974, and other materiale cited herein. 


I. Assessment of Real Effect 
In assessing the real effect — if any — upon 
REA of substituting advances for surplus appropriat.ions to 
cover sinking fund payments, four factors are especially 
pertinent. They include (a) the specific naturę of the SEOA 
governing the distribution of express revenues, (b) the varying 

a 

degree of railroad participation in advances, (c) the tax 
conseąuences of appropriations from surplus, and (d) the 
ingredients that go into express ratę determination. 


A. The 1929 SEOA 

As evidenced by Article V of the SEOA, raił trans- 
portation revenue, defined approximately as gross express 
revenue (less 85% of gross revenue from carload shipments) 
minus cperating expenses and other deductible items, was to 
be distributed monthly to railroad parties to the contract in 
proportion to their grosi. express transportation revenues 
other than carload business. The 1929 agreement stipulated 
that REA would not use Account 329 for "Dividcnd Appropriations 
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of Income," and the "Report and Plan for Futurę Conduct of 
Express Business" (R.R. Exh. 2, p. 11) stated that REA "shall 
realize no net income for distribution as dividends." 

It follows from the residual character of raił 
transportation revenue that, other things being egual, the 
choice of advances over surplus appropriations in accounting 
for the sinking fund payments ought not to have any net impact 
upon REA, apart from the form of its Capital structure. In 
particular, the net worth items, labeled "Surplus Applied to 
Sinking and Other Reserve Funds" was replaced by the subordinated 
debt itern, labeled "Advances." The cash utilized to repay the 
external debt was not distributed to the railroads under either 
alternative. Moreover, interest paid on advances had the effect" 
of decreasing raił transportation revenue by a like amount. As 
long as the underlying revenue and expense conditions remained 
unaffected thereby, the preference for advances by the rail¬ 
roads left aggregate net cash payments by REA to the railroads 
unaltered. Allowance for the fact that the adoption of the 
advance alternative produced certain changes in the underlying 
circumstances modifies somewhat the initial supposition of 
no real effect upon REA and the railroads, as indicated be' 1 ow. 

B - Varying Degree of Pailroad Participation 
For one thing, recipients of raił transportation 
revenue madę ad-/anccs based upon share ownership rather than 
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in proportion to their express business as would have been 
the case under the surplus appropriation alternative. Although 
the fact of no real effect still obtained for REA in the 
sense of unchanged total distributions to railroads, net 
receipts accruing to different railroads were of course modified. 

C. Tax Conseguences 

Hać the surplus appropriation alternative been 
adopted, it appears that REA would have been deemed by the 
tax authorities to have taxable income equal to the amount 
allocated to sinking fund payments. As indicated below, the 
repayment of debt is not generally regarded as an expense 
of doing business. 

Inclusion of the corporate income tax, in an amount 
equal to the then prevailing tax ratę applied to the sinking 
fund payment, as a deductible item in REA profit and loss accounts 
woUo.q have had two possible real effects. One, raił transportation 
revenue would have been reduced accordingly. Two, the diminished 
revenue to railroads might have constituted grounds for adjust- 
ment in REA express rates, had the amount been sufficiently 
substantial. 

D. Factors Involved In Express 
Ratę Determination 


The possibility that REA express rates were affected 
by the substitution of "Advances" for "surplus appropriations" 
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hinges upon (1) the attitude of ICC toward — and its under - 
standing of — appropriations from surplus for sinking and 
other reserve fund purposes, and (2) the precise naturo of 
the railroads' investment in REA. In short, did the ICC 
authorize express rates that were designed to cover the fuli 
costs to the railroads plus a reasonable return on their 
smali initial investment plus sinking fund payments? 

Morę important, did the railroads in actual fact receive 
express-privilege payments sufficient to compensate them for 
the cost of services rendered? 

It is worth noting that basie express rates were fixed 
over relatively extended periods during which raił transportation 
revenues accruing to the railroads varied substantially. As 
indicated by the ICC, the rates prescribed in "Express Rates, 
1922" remained in effect until April 15, 1939. The sole interim 
change between 1939 and 1946, moreover, was an emergency charge 
of 10 cents per less-than-carload shipment authorized in 1942. 
Increased Express Rates & Charges, 1946 , 266 I.C.C. 369’, 371 
(1946). 

Both the import of surplus appropriation for ratę 
purposes and the naturę of the railroads' investment in REA 
and return thereon are treated below. 

II. Interpretation of Sinking 
Fund Payments. _ 

Sinking fund payments (or, morę accurately, periodic 
rc P a yments of debt) are not an expcnse of doing business 


.r - J 


(3 
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under accepted accounting and corporate income tax practice. 

As L. John Eichner himself indicates (p. 20, Verificd State- 
ment) , the iminediate accounting transaction in connection with 
debt repayment involves crediting cash and debiting long-term 
debt. Inasmuch as net worth, defined as assets minus liabilities, 
remains unaffected by the accounting transaction, no expense 
is incurred. 

The opinion that repayment of debt is not an expense 
item is confirmed by reference to P. Hunt, C. M. Williams, and 
G. Donaldson, Basic Business Finance (Homewood: Richard D. 

Irwin, 1961). In their words (p. 293): 

"It must be emphasized that the privilege 
of deducting debt cost for purposes of income tax 
computation does not extend to sinking fund payments. 

Although such payments involve a cash drain similar 
to the payment of interest, the sinking fund payment 
is in fact a repayment of part of the liability, 
which is the principal of the bonds, and cannot be 
counted as a cost any morę than the original proceeds 
of the loan received by the company would be counted 
'as income. A sinking fund should therefore be re- 
garded as a contractual commitment defining how 
earnings, or a part of earnings, shall be used." 

Notwithśtanding the accepted view that sinking fund 
payments constitute non-expense items, L. John Eichner States 
(p. 32, Verified Statement) that "The sinking fund payments 
should have been recorded as an REA expense on REA's income 
statement ..." (underlining added for emphasis). Confusion 
over the treatment of sinking fund payments may stem from the 
ambiguity of the term surplus , as used in such provisions as 
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. . . shall include amounts definitely appropriated from 
surplus and applied to sinking and other reserve funds." 

(ICC Uniform System of Accounts, No. 409, as quoted on p. 7 
of Eichner Statement.) Indeed, accounting captions, such as 
paid-in surplus and earned surplus, used to denote components 
of net worth have tended to be replaced by morę informative 
tenns. The term surplus is sometimes misconstrued to mean 
excess or available cash despite the fact that cash available 
to defray obligations is an asset — not a liability or net 
worth — i tern. 

In any event, the ICC's 1929 Report in Securities and 
Acgu is.ition cf Control of Railway Express Agency, Incorporated 
understood the true import of "surplus appropriations". In 
referring to such deductible items as "surplus applied to 
sinking funds or set aside for investment in physical property", 
the Report stated that 1 It should be understood that all we 
are here passing upon is the plan for pooling and dividing 
earnirgs .... Nothing herein contained is to be construed 
as an expression of opinion upon the propriety of such deductions 
in connection with the determination of recapturable income 
under section 15a of the interstate commerce act." (150 I.C.C. 
at 434). 

The implications of the foregoing considerations for 
the surplus appropriation alternative are twofold. One, contrary 
to Mr. Eichner 1 s opinion, an asset of the railroads was creatcd 
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by repayment of REA's bonds in that the net worth of their 
wholly-owned subsidiary (REA) was increased. Two, sińce the 
ICC apparently understood the distinction between income and 
expense, it is reasonable to conclude that such non-expense 
items as sinking fund payments would net have been considered 
in setting express rates. 

III. The Railroads' Contribution 
to REA __ 

Mr. Eichner's conclusion (p. 34, Verified Statement) 
that "as a result of a cash investment of only $100,000, the 
railroads were enhanced financially from 1929 to 1970 ..." 
ignores certain relevant contributions by the railroads. 
Specifically, his conclusion fails to take account of the 
fact that (1) REA express contracts with the railroads represented 
the credit base upon which the $30 million loan to REA was ex- 
tended, and (2) any excess of railroad costs over revenues 
received by the railroads amounted de facto to additional 
investment by the railroads in REA. 

A. Credit Base 

It is almost axiomatic that long-term debt cannot 
be obtained in an amount equal to the asset value of the 
borrower unless special conditions prevail. Lenders ordinarily 
deir.and a margin of safety that recognizes the potential loss 
in value conditional upon financial difficulty and forced 
liguidation. In the case of REA, the special circumstance 
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was the REA express contracts with the railroads. The rail- 
roads in effect subordinated their revenue claims to cover 
their transportation expenses to the sinking fund payments. 

It madę little difference whether the subordination took 
the accounting form of "surplus appropriations" or "advances"; 
revenues distributed to railroads — in total — came after 
sinking fund payments. 

In short, the railroads occupied a residual position 
in that they (that is, the share-owning railroads) received 
cash payments from REA net of debt repayment and borę the risk 
of variability of net cash payments by REA. 

B. De Facto Contributions 

Any excess of railroad costs properly allocable to 
express operations over net cash paid by REA to the railroads 
constituted additional inyęstment in REA by the railroads. 
Since the railroads had to cover such deficits from other 
revenue sources than REA, the real effect on the railroads 
was analogous to a direct cash investment in REA. 

Although it is not possible to recapture fully the 
considerations that entered into the setting of REA rates, 
iu is reasonable to suppose that such ratę determinations 
took account of both the true costs involved and return on 
investment. In support of this assumption is a passage from 
a 1939 ratę proceeding of REA which is quoted in a 1946 
express ratę proceeding: 
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"Since no net income or profit accrues to applicant, 

: and no dividends are paid or payable on its Capital 
stock, the express-privilege payments to its stock- 
: v _-■ holders in theory include the operating costs in- 

curred by the individual railroads in such services 
as they perform in connection with express transportation, 
taxes, and return on the investment in the property 
so used, and a return also on the investroent in the 
property owned by the applicant, to the extent that 
- ; it is not covered by interest charges on the 

applicant's funded debt. " Increased Expres f - Rates & 
Charges , 266 I.C.C. 369, 373 (1946). 

On the basis of the above, it follows that, whether 
„labeled "surplus appropriations" or "advances", the railroads 
periodically madę additional investments (over the original 
$100,000) equal to the sinking fund payments. Stated another 
way, the net revenues to the railroads fell short of their 
recognized costs by the amount of the recurring debt repayment. * 
This difference had to come out of the railroads' pockets. 

In actual fact, the railroads may have indirectly 
invested additional monies in REA above and beyond the advances 
madę. Substantial evidence has been developed to support the 
conclusion that raił transportation revenue (before advances) 
failed upon occasion to cover even out-of-pocket railroad 
costs (Railroad Reply Brief, pp. 86-92) . 

The logie of the argument indicates that interest paid 
on advances was properly included in setting REA rates in that 
it represented r’turn on added investment by the railroads in 
REA. Considering the subordinated position of the railroads, 
moreover, the interest paid does not appear excessive. Mr. 










i 


432 

- 12 - 

Eichner's jpropositions that the interest payments were in- 
appropriate and that the ratę paid was excessive thus appear 
to be erroneous. 


IV. Queries Relating to 
Eichner Analysis 

The opinions expressed by Mr. Eichner are based 
upon certain implicit assumptions that either are ill-founded 
cannot be substantiated. The assumptions in guestion are 
itemized below. 

Either sinking fund payments were proper expense 
items, or the ICC failed to understand that sinking fund 
payments are non-expense items. 

2. The railroads were not the legitimate owners 
of REA. 

3. Return on investment to the railroads should 
not exceed the prime ratę or the ratę on senior debt. 

4. REA on its own — could Lave borrowed an 
amount equal to its asset value. 

5. Net cash payments to the railroads fully covered 
costs and there was no additional investment (direct or 
indirect) beyond the original $100,000 by the railroads. 
The corollary is that express deficits by the railroads 
did not represent contributions (subsidies or investment) 
by the railroads to the REA operation, or that the 
ra il r °a3s should not be compensated for their incremental 
(albeiu, indirect) investments in REA. 


f 
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6. Accounting procedures somehow conditioned both 
REA policy decisions ( e.g. , re rcinvestment in equipment 
and facilities) and express rates. 

7. The IRS decision re the propriety of depreciation 
allowances was incorrect. 

8. The 2-1/2% accruing to REA under pre-1929 arrange- 
ments somehow belonged to REA and was relevant to the post- 
1929 situation. 

9. Out-of-pocket costs were 70% of fully allocated 
costs, rather than 74%. 

10. Start-up costs (or a new express business in 1929) 
were somehow relevant to the ąuestion at hand. 

11. In its ratę determination, the ICC madę no allowance 
for inadequacies or biases in data in support of requests 
for ratę changes. 

When allowance is madę for the highly questionable 

character of the foregoing assumptions, Mr. Eichner's assertion 

*•» 

I that the railroads benefitted from the accounting manipulation 
of REA in the magnitude of $231.5-$255.5 million is difficult 
to comprehend. Indeed, there is no clear-cut evidence that 
the railroads benefitted in any degree. 

The railroads were the acknowledged owners of the 
REA between 1929 and 1958 (contrary to assumption 2). As such, 

I they were entitled to reasonable profits, and their claim 

to whatever profits that REA might have generatcd (including 


i 
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those associated with air express) were legitimate. 

Unless the ICC was entirely misled as to the true 
naturę.of sinking fund payments and/or unless it permitted 
excessive initial returns to railroads, railroads madę 
periodic indirect investments in REA (as described above) in 
the sense that net cash payments received by contributing 
railroads .(whether in the form of interest payments or railc-ra- 
transportation revenues) — net of advances — failed to 

cover express costs (contrary to assumptions 1 and 5).___ i 

cci-.The railroads were entitled to a reasonable ratę 
return -both on the initial investment and on any subsequent 
contributions to (or investments in) REA (contrary to assumptions 
3 and 5). .Since their contributions or advances occupied a . .. 
subordinated position, a ratę of return in excess of either 
the prime ratę or the interest ratę on senior debt appears 

warranted. _ . 1 ... n; — -a:*; i:.r . r .1 

r .c: c_ _c.The nexus between accounting procedures and policy-- 
decisions re reinvestment in REA facilities and eąuipment is 
tenuous at best (contrary to assumption 6).. Management pre- ' 

sumably.bases its_anvestment. decisions on its. intimate -. 

knowledge. of the._businesswhatever accounting procedures are 
followed. r.._lrraar v’3:*c tir? a c:z r.ow_'■ c .c r own-rrr ci ~c 

-- - The. IRS is a reasonable authority on the adcquacy -r 

of depreciation allowances ;(contrary to assumption 7)..~If 
the depreciation account was overstated, any rcduction therein 
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should give rise to raił transportation revenues and the 
defrayal of the associated corporate income tax from REA 
resources seems justified. 

Operating on its own, REA could not have borrowed 
an amount equal to its asset value (contrary to assumption 4). 

As stated above, the railroad agreements undoubtedly estab- 
lrshed the credit base upon which the funds were raised. 

The relevance of the 2-1/2% accruing to REA under 
pre-1929 arrangements, together with hypothetical start-up 
costs mentioned by Mr. Eichner, is problematic (contrary to 
assumptions 8 and 10). 

The fact that different opinions were expressed as 
to the true ratio of out-of-pocket costs to fully allocated 
costs ( i.e. , 70% is 74%) fails to substantiate the proposition 
that the lower figurę was the tru.j value (contrary to assumption 
9). 

The fact that data provided by the railroads in support 
of higher express rates are sometimes less than perfect fails 
to support the contention that such imperfections are ignored 
in ratę setting. (Contrary to assumption 11). Indeed, it is 
reasonable to suppose that the rate-setting process has elements 
of an adversary procedurę, that those testifying in behalf of 
ratę changes are subjected to cross examination, and that the 
guality of the evidence is taken into account. 
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V. Common Scnse Financial Vxew 
The common sense financial view focuses upon the 
1969 sale transaction. The sale of REA in 1969 was an 
arms'-length transaction involving knowledgeable parties. 

The acquiring parties acknowledged the existence of the $27 
nrllion debt, presumably took it into account in establishing 
the net purchase price of $2 million, and even paid interest 
on the debt for some period of time. Under such circum- 
stances, it is most difficult to regard REA and its present 
owners as injured parties. 
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